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LETTER OF TRANSMITTAL 


Avuaust 1, 1955. 
To Members of the Antitrust Subcommittee of the Committee on the 
Judiciary: 

One of the striking developments in the American economy during 
the last several years has been ‘the increasing wave of mergers in 
rarious industries. One of the industries especiaily affected by this 
movement has been the textile industry. I have often expressed 
concern regarding the implications of this merger movement. 

The antitrust problem resulting from increasing concentration is 
highlighted by the widespread human suffering resulting from mill 
closings which often follow in the wake of textile acquisitions and 
consolidations. 

Knowing the desire of the subcommittee to be apprised of the 
facts in connection with the textile merger movement I have requested 
the staff of the subcommittee to prepare a report indicating the 
scope, nature, and effects of the textile merger movement from 
the antitrust point of view. 

I am certain you will find the following material which the staff 
has prepared of considerable interest and believe it will engender 
serious study by the subcommittee. It is understood, of course, that 
any conclusions contained in the staff’s report do not necessarily 
embody the views of the subcommittee or any of its members. 


baat ety 


Chairman. 


It 
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THE MERGER MOVEMENT IN THE 
TEXTILE INDUSTRY 


THE PROBLEM DEFINED 


During the years following the Second World War, the textile 
industry of the United States has experienced a continuing series of 
mergers involving many of its previously independent members. 

is fact gives rise to many questions falling within the field of 
inquiry of the Antitrust Subcommittee of the House Committee on 
the Judiciary. 

The basic question presented is whether the mergers which have 
been taking place tend substantially to lessen competition or to create 
& monopolistic condition in the textile field. 

The problem of the textile industry cannot be separated, of course, 
from the larger problem of mergers which may tend toward monopoly 
in the economy as a whole. On the other hand, the textile industry 
has problems and conditions which are peculiarly its own. These 
include the traditionally highly competitive nature of the industry, 
the migration to the South and the postwar slump. This report shall 
attempt to outline the background out of which the current textile 
merger movement has grown. It shall then deal with the scope of 
the movement together with the effect of the merger movement on 
the pattern of concentration in the industry. 

Following this general treatment of the consolidation trend will be 
a description of certain specific mergers, primarily those involving 
Textron American and Burlington Ridhistrive. 

Next, and perhaps most importantly, this report shall treat the 
reasons for and the probable effects of the merger process previously 
described. The tax factors involved will be examined at this point. 

Finally, certain tentative conclusions will be set forth with suggested 
lines of further inquiry by the Antitrust Subcommittee. 


CONTEXT OF THE TEXTILE MERGER MOVEMENT 


Definition of the industry 

The primary operations of the textile industry are the spinning of 
fibers into yarn and the weaving or knitting of yarn into cloth. Before 
being processed in the textile mills, the fibers must, of course, be 
purchased from their respective producers. These include cotton and 
pari growers and manufacturers of such synthetic fibers as rayon and 
nylon. 

"The textile mills ordinarily do not carry out finishing operations such 
as dyeing, bleaching or printing the fabrics. This is customarily the 
function of converters who in turn furnish fabric to the cutting trades 
which manufacture clothes and other fabrie products to be sold at 
retail. 

1 
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In a primary textile mill the fiber, such as raw cotton, is spun into 
yarn on spindhens The yarn is then woven into unfinished cloth or 
grey goods on looms. The number of spindles and looms thus becomes 
one of the measuring rods of the industry. 

The textile industry is a large and important one by any standard 
of measurement. The total receipts of the industry in 1952 were over 
$13 billion. Table 1, based on the income tax returns of that year, 
indicates that receiptswise the textile industry ranks seventh in the 
Nation’s manufacturing industries, after petroleum and coal, ma- 
chinery, metal industries, motor vehicles, chemicals, and electrical 
machinery. 


TABLE 1.—Total receipts and net profits of major industrial groups, 1962 


| Number of | Total 





| 
Major industrial groups, manufacturing | returns | receipts Net profit 
| 
| Thousands Thousa 

TEAR RA AS IE TON 119, 399 | $261,095,156 | $20,322, 407 
Petroleum and coal...........-..-----..-.---s0---s----0--2--2| 697 | 24, 966, 250 1, 760, 694 
a ee a 10,910 | 22,318, 510 2, 421, 623 
Primary metal industries . ................--..----- udp bibebe 2,948 | 20, 431, 273 1, 704, 443 
Motor vehicles and equipment... ............-...-.-.-...-..- 1, 194 19, 959, 891 2, 425, 923 
Chemicals - int pseniippinnpiituea eters naive eam 7, 628 18, 068, 150 2, 242, 762 
Electrical machinery - Lish.isb bikie bbb obbdLSibd oh bRSIELI LS 3, 639 14, 974, 833 1, 578, 195 
i TNL EL RE! LP RECT TT RE: 5, 495 13, 205, 856 522, 773 
Mammen Wate i222: ))-..11.1.- 025. 0-.ttotds.n--2 lene. 10,854 | 12, 762, 529 1, 028, 996 
Apparel and fabric products. -._..............-.-.-.---.-... .| 14, 440 | 9, 093, 128 165, 609 
I nnn ee nddnncapseeaeeces 1, 297 | 9, 575, 407 593, 875 


Source: U. 8. Internal Revenue Service. 


The same source indicates that 5,269 textile corporations filed balance 
sheets with their returns in 1952. These firms listed total assets of 
$8,484,300,000 with capital and surplus of $6,182,042,000.! 

It is natural that the textile industry should be a key industry in 
that it supplies one of the basic human needs. The average percent- 
age of income spent by American families for clothing is approximately 
7.3 percent.” 

In terms of persons employed, the textile industry is a significant 
part of the economy. In 1952 according to the Annual Survey of 
Manufacturers of the Bureau of Census, the textile industry employed 
1,134,680 persons compared with 15,944,379 in all manufacturing 
industries.* 

To recapitulate, the textile industry in America remains one of the 
leading industries in terms of capitalization, net worth, gross receipts 
and persons employed. 

Cotton textiles 

The largest and most important segment of the textile industry is 
cotton textiles. Cotton textile manufacturing in 1950 comprised 
more than 1,500 plants with more than 450,000 workers.‘ 

In 1954 the consumption of cotton in United States mills amounted 
to 9,528,000 bales of approximately 500 pounds each which represents 

1U. 8S. Internal Revenue Service. Statistics of income for 1952, pt. 2, corporation income tax returns, 
Washington, U. 8S. Government Printing Office, 1955, p. 19. 
2 Nossiter, Bernard, Slump in Textiles, Nation, January 22, 1955, 


p. 22 
2U.8. Bureau of the Coome, Annual Survey of Manufacturers: 1952. Washington, U. 8. Government 


Prin Office, 1953, p. 20. 
vAldertor, tf E. B. and uw “. Mich]. Economies of American Industry, 2d edition, New York, 
McGraw-Hill, 1950, p. 326. 
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the greater part of the fiber poundage consumed. One study made 
in 1949 indicated that cotton was 70 percent of the fiber poundage 
consumed including wool, rayon, and silk. The value of cotton pur- 
cnages per crop year by the textile industry is indicated in the following 
table: 

TABLE 2.—Estimated value of cotton consumed by domestic mills 


{In millions of dollars} 


Value 

ee BE ce I ose 1, 070 
a ieee eel Nant hoe ee ol, edn Ch aces ccos : 
er ee a 1, 750 
a ee ee A Ry maaan aar na Rea Ns by Mises Dc SAW Ail: SKYY 1038s 1, 640 
SOM, J Le lu ee ete td daca bd, steers eterna 1 
1949-50__________- ew odulitutiwdeisdicecsisebldedeeeneal sears 1, 430 
ai a aia al 2, 340 
SOMIMENL 3116.0. Lo Ube OL Leow BL deb dal uel 1, 870 
SE. datrteliel el SSAd hed kt atte teal atta van cwedldeasier 1, 
TNE ane ee hacnd 1, 520 
re er ee Sa Tee ee TA 1, 610 


Source: Department of Agriculture, 


Apart from its size, the cotton textile branch of the industry enjoys 
the distinction of a long tradition. Cotton mills were the pioneers 
of industrialism in America. Even before 1600 over a score of cotton 
plants had been established along the Atlantic seaboard.* 

In his introduction to the cotton textile chapter of the Structure of 
American Industry, Prof. Walter Adams makes the following observa- 
tions: 

Aside from the aspects of market structure, the cotton textile industry is 
interesting because of the long-run problems it faced during the interwar decade, 
problems which have made cotton textiles a “sick” industry. The basic cause of 
the “‘sickness’’ was a secular maladjustment or productive capacity to demand, 
a maladjustment which in turn was the result of a complex of dynamic factors 
such as regional relocation from North to South; technological change; a decline 
in the demand for textiles relative to that for other products; the rise of substitutes 
for cotton textiles.’ 


To diagnose the problem in cotton textiles it will be necessary to 
look more closely into the functioning and organization of the industry. 
When this is done several patterns emerge. The first of these is the 
highly competitive nature of the industry, at least traditionally. 
This situation stemmed largely from the fact that the technology 
involved was widely known and the capital required to go into the 
textile business was not large compared to other manufacturing indus- 
tries. This comparative ease of entrance into the industry led to a 
condition of chronic overcapacity which resulted in a condition of 
low profit and instability. 

Another serious difficulty is found in the nature of raw material. 
Raw cotton represents from 33 to 70 percent of the total costs, 
averaging about 50 percent of the product. The widely fluctuating 
price of cotton led to a precarious situation for the industry given the 
relatively high ratio of raw material costs to value of product. The 
ratio of cotton cloth to raw cotton prices is indicated in table 3. 

d Beskmae ules and ML. R. Ga Economics of the Cotton Textile Industry, New York, 


National Industrial Conference Board, 1946, p. 14. 
7 Adams, Walter. The Structure of American Industry. New York, Macmillan, 1950, p. 1. 
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TABLE 3.—Raw cotion and cotton cloth prices ' 


{In cents per pound] 





Sadicdiesda ikl 2 os = i. : : 
Raw /| Cotton : ,, Raw Cotton | 
cotton | cloth Ratio Year cotton cloth 






Year Ratio 











1944__... os 21. 59 41. 41 196.4 || 1949__- 31. 82 67.13 211.0 
a icin ; 25. 62 47. 52 185.5 || 1950... 43. 54 89. 52 | 205. 6 
SG coicnenene 34. 46 78. 01 226.3 || 1951_.- 40. 87 68. 57 167.8 
I 34. 30 91. 10 265.6 || 1952_. 36. 13 68. 33 } 189. 1 
a : 31.78 65. 62 206.5 || 1953__. : 35. 12 63. 82 | 181.7 


' 
























1 Raw cotton prices represent the average of 10 “‘spot”’ or immediate sale markets. Cotton cloth prices 
are averages at wholesale levels for 17 different kinds of finished cloth. 


Source: Department of Agriculture. 


The nature of the textile market and the system of marketing pre- 
sents another serious hazard to the cotton-textile business. radi- 
tionally the gray goods were sold through commission houses which 
took a flat commission and pushed for more volume regardless of the 
effect on mill margins. Perhaps the most unstabilizing factor of all 
was the ultimate market. Clothing styles come and go making it 
difficult to plan in advance regarding the type of cloth which will be 
needed. The cloth buyer typically waits until the last moment and 
then demands quick delivery. 

The basic fact of the cotton-textile industry is that the textile mills 
are substantially out of contact with their ultimate market. The 
market-analysis approach to production schedules so vital to many 
industries has not been achieved. 

The various factors tending to instability led to a long-range decline 
of the cotton textile industry following World War I. 

According to Prof. Edward L. Allen in the Economics of American 
Manufacturing: 

If one looks at the long-term trend of cotton spindles in place in the United 
States, he finds a trend quite at variance with that of most other domestic indus- 
tries. In 1925, for example, there were close to 38 million spindles in place in the 
country. In 1944 there were slightly over 23 million spindles in place, or a drop 
of close to 40 percent. This decline in the number of spindles which continued for 
practically 20 years, shows the industry was chronically plagued with a problem 
of overcapacity * * *.8 

The proof of overcapacity was made during World War Il. Be- 
tween 1925 and 1945 the spindles in place in the United States de- 
clined from 37.9 million to 23.8 million. Nevertheless production in 
1942 was 40 percent greater than in 1925.° 

The decline in cotton production facilities was partially a result of 
the rise of other fibers such as rayon. Between 1929 and 1950 the 
percent of consumption of cotton in relation to all textile fibers fell 
from 86 percent to 69 percent.” 

Along with textiles generally, cotton enjoyed a boom during World 
War II and for several years thereafter due to military needs, pent-up 
civilian demand and the export trade. This resulted in high profits 
during a brief period followed by a severe slump which will be ex- 
amined later. 

During the period between the First and Second World Wars the 
textile industry came to be known as a sick industry. Profits were low. 

§ Allen, Edward L. Economics of American Manufacturing. New York, Henry Holt, 1952, p. 383. 


* Backman, Jules. Op. cit., p. 17. 
1 Alderfer, E. B. Op. cit., p. 373. 
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Workers were poorly paid, irregularly employed and labor strife was 
common. Stock fell in value and bankruptcies were not uncommon. 
The difficulties facing the industry were formidable. The position of 
the industry must be described as quite unstable. 


Employment 


The textile employees are very nearly the lowest paid workers, on 
the average, in industry. Out of a listing of 33 industries, textiles 
ranked 32d with an average hourly wage of $1.32 compared to $2.65 
for the top-ranking building construction industry." 

The annual survey of manufacturers made by the Bureau of the 
Census in 1952 contained several significant tables regarding textile 
mill employment. Table 4 indicates the distribution of employment 
by geographical areas. Table 5 shows the trend of employment 
between the years 1947 and 1952. And table 6 indicates the break- 
down by divisions within the industry: 


TABLE 4.— Textile industries: Employment, wages, and value added, 1952, by region 





Averageem-| Salaries and | Value added by 
Region ployment | wages manufacture 

atl llr 222, 142 $750, 048,000 | $1, 153, 935, 000 

OT rrr ee ee ee 255, 562 835, 216, 000 1, 821, 406, 000 

TOE NOTE CO <6 6 ds on 0505 dn do ence sedecscwescsasecs 35, 969 131, 450, 000 210, 507, 000 
pie EE Eh ee SE eee 6, 783 23, 148, 000 41, 362, 

OU Rah, oo nos 00 sh cobb ened bebaessesedbabsneed 502,259 | 1, 312, 340,000 2, 062, 316, 000 

EE ons nunccgpseauenednnebabed dbo weoaton 91, 389 , 477, 000 868, 216, 000 
ee I a. Lik dd odethin mbgieededssceduebinsdbe 12, 271 29, 210, 000 46, 239, 

SII TEE LT si bccdecia o4-o Giannis tees wibdaciiliinataehisieuse ne ivinse ipesatomtaa dae alia oaddiaaas aan 

Fan «in ciccsdhawevetneseceyesunapntieetnteeeceeesaweues 8, 062 29, 072, 000 48, 977, 000 

WO ncockechebencsshshahonthebébabceabcbebapepebue DE Bink oo cere Senco cin ciasccsheus 





Source: U. 8. Bureau of the Census, Annual Survey of Manufactures, 1952. 


TABLE 5.—Teztile industries: Employees, wages, and value added, 1947-52 














Year | Employees Salaries and | Value added by 
wages | manufacture 
| 

Ie ak ede ak sels etapa ete buad eae | 1,283, 431 $3, 836, 166,000 | $5, 340, 867, 000 
MER ck: Ao wea eS aye a gate Guns amebloaninn 1,169,812 | 2,973,327,000 | 4,740, 938, 000 
PR Gt Mi tc hincani Nees atasntameinaideensaackeeaaanl 1,245,152 | 3, 363,486,000 | 5, 642, 106, 000 
= hein Esaias We antics de oth aan ehemutel Saiath dived ea videdanan det | 1,195,354 | 3,438,029,000 | §, 420, 781, 000 
a a ee Eka 1, 134,680 | 3,342,647,000 | 5, 256, 507, 000 
Alt Ne eee ah eee chek | 15, 044 60, 659, 211,000 | 108, 477, 364, 000 








Source: U. 8. Bureau of the Census, Annual Survey of Manufactures, 1952. 


1! Textile Workers Union of America. "ne Department. 


Average straight-time hourly earnings, 
by industry. New York, January 1955, table 6 
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Textile employment by States for the first quarter of 1951 is shown 
in table 7. 


TasLe 7.—Number of employees reported by the tertile industry by States, first 


quarter of 1961 

Sete. oi. eee 53,341 | New Jersey................. 58, 424 
RUN ie, Sis ie citi ae 2, 092 | New Mexico..............-- 49 
COR «sccm ocacnainminde eer SU oa cw décctawe 95, 488 
EERE IC 39, 601 | North Carolina... ......._.. 232, 136 
SENG 8 Ss SIE Se as Oa oe uli ee 14, 321 
I dilad ss threaten ST ER, os wwcnccecnece 1, 180 
IN ines crwicd Gb aiesn ties ehmahiaens ES ee eee 2, 735 
I a a aiid tain 5, 225 | Pennsylvania. -_...........-.- 145, 982 
Ta aa 1h, Bee ISIONE. ok. on nce ncnnse 57, 764 
ITS: on iinet, ee avip ertiaiin, ceasared 3, 599 | South Carolina_____.__.__--- 134, 841 
BG os nck co ccane nu arene... -.ce-->------- 37, 426 
a ee Sean» eee ES 9, 575 
I yes ceettplempirciickiuoniineid I  ksiom es 566 
Massachusetts. ........___-- nn ne cmuen 3, 562 
EET TT a ae SOts) Wewietess Jc. ...56.--.....--- 42, 044 
ii cicwdiinsincetiaiiaiiiie taaaid PD... nonccancnaceca 487 
I xs: sa ayses eviessepiaalietanies 5, 5521 West Virginia..............- 2, 806 
ea inne wmiinin ua oM ae 11, 641 
New Hampshire___-_-______-- 19, 989 


Source: U. 8. De ment of Commerce and U. S. Department of Health, Education, and Welfare. 
Qountry Business Patterns. Pt. 1, lst quarter 1951. 


The statistics contained in these tables point up a number of basic 
facts regarding the textile industry and the persons who work in it. 
For instance, the largest employment is in mills producing cotton 
and rayon broad woven fabrics, woolen and worsted manufactures, 
yarn and thread mills, and knitting mills. Also it can be seen that 
the industry is concentrated in the Atlantic Coast States of North 
Carolina, Pennsylvania, South Carolina, Georgia, and Massachusetts. 
The fact that these States are all older States reflects the seniority of 
textiles among industries. 

Solomon Barkin, director of research for the CIO Textile Workers 
Union, in January 1955 testified before the Joint Committee on the 
oe Report regarding the shrinkage of textile employment as 
ollows: 


Employment has declined significantly from the more active days within the 
industry. In 1948, there were 1,280,000 production workers. his number 
dropped to 1,200,000 in 1950. In both 1952 and 1953 the total was about 
1,100,000. The low point in 1954 was in July with 953,000 workers. Recovery 
since July has been minor: in December the total was 998,000 compared to 980,000 
in June and August 1954. The net drop from 1948 has been 282,000 and from 
1951, 177,000 persons. * * * 

The shrinkage in employment has taken place in all regions of the country. A 
total shrinkage of 283,000 jobs occurred in the 45 months * * *: 117,000 jobs were 
lost to the industry during this period in New England, 85,000 in the Middle 
Atlantic States and 52,000 in the South. The largest reductions in employment 
were suffered in Massachusetts (58,200) and Pennsylvania (36,800). North 
Carolina saw a shrinkage in employment of 20,000 * * *, 

As textile mills are generally located in nonmetropolitan areas, frequently 
comprising 1 industry or 1-mill communities, alternative employments in the 
locality are lacking. The slump in textile employment therefore depresses 
entire communities and leaves workers and their families stranded. The sig- 
nificance of this concentration is borne out by the fact that 5 of the 8 major areas 
in the continental United States which are designated “areas of very substantial 
labor surplus’ by the Bureau of Employment Security, are textile areas. * * *” 

2 U.S. Congress. Joint Committee on the Economic Report. January 1955 Economic Report of the 


ison onan Hearing, January 24 to February 16, 1955, Washington, U. 8. Government Printing Office, 
Pp. 269. 
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Mr. Barkin explained the shrinkage in employment by the rise in 
man-hour productivity within the industry and the closing of mills. 
According to his statement: 


* * * A survey of textile mill closings reveals that during the period from 1946 
through 1954, 640 eastern plants were closed employing 168,000 persons in the 
major textile divisions (exclusive of very small plants). 


Table 8 shows the distribution of these liquidations. 


TaBLe 8.—Tertile mill liquidations in Eastern States, 1946-54! 


| 
Total | New England | Middle Atlantic South 


| 


| 
| 
| Plants Employees | Plants | Employees} Plants Employees | Plants | Employees 


ee 


49, 095 87 24,775 | 89 11, 600 | 57 12, 720 


50, 715 | 72 | 30,745 | 115 16, 845 | 13 3, 125 
68,135) 77 | 36,315 83} 22,800; 47 9,020 


Potal..........) 0 167, 945 | 236 | 91,885 287 51,245 | 117 24, 865 


| 


1 Includes spinning, weaving, knitting, dyeing, finishing, and carpet plants. 
Source: Textile Workers Union of America. 


These figures regarding mill closings do not reveal the great hardshi 
and tragedy of persons whose means of livelihood are thereby coneaad 
Whether these mill closings were caused by the move to the South, 
by the merger movement, by financial manipulators seeking a tax 
advantage, by the basic fact of textile overcapacity, or for some other 
reasons 1s one of the key questions in the textile field. The human 
problem involved was pointed up by Congressman Thomas Lane of 
Massachusetts in a statement reported in the Congressional Record 
on July 6, 1955: 


Must the people of textile communities go on suffering because of poor mill 
management, or because financial manipulators buy and dispose of mills, and the 
people in them as if human beings were as expendable as old plants and outmoded 
machinery? # 


The especially acute problem of New England was underlined by 
William Miernyk in a recent article in the Monthly Labor Review: 

New England textile employment has been declining since the early 1920’s. 
Except during World War II and the immediate postwar years, the decline has 
been almost continuous. Competition from the low-wage South, technological 
changes, the loss of export markets, increasing imports, the changing pattern of 
consumer preferences, and interfiber competition have drastically reduced the 
number of textile jobs in New England." 

While this report is directed to the question of monopoly and restraint 
of trade it also should throw some light on the problem of mill closings 
and resulting textile unemployment. 


Tariff 


While the problem of textile imports and exports does not appear 
to bear directly on antitrust questions in textiles it is so intrinsic a 
part of the textile situation that it must be considered as part of the 
overall picture. 

13 Lane, Thomas J. Investigate the Skeletons in the Textile Closet. Extension of remarks of Thoma 
J, Lane. Congressional Record [daily ed.] July 6, 1955, A 4918. 


4 Miernyk, William H. Unemployment in New England Textile Communities. Monthly Lab 
Review, June 1955, p. 645. 
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Historically, the United States and England have been textile 
exporters. Immediately following World War II the high level of 
ante exports helped to create the extraordinary textile boom of that 
period. 

The present world era is one, however, where previously agricultural 
nations are becoming industrialized and one of the first industries ta 
be developed seems to be the textile industry. This is currently true 
in Latin America and India, for example. The reason for this seems 
to be the basic nature of the product, plus the fact that the capital 
required is not excessive and the technological know-how is widespread. 
In addition, the lower cost of labor abroad is an aid to textile manu- 
facturers in those areas. The problem of foreign textile imports into 
the United States, especially from Japan, led the Congress to amend 
the reciproeal trade bill in April 1955 to curtail the President’s power 
to lower trade barriers in the textile field.” 

The decline in the export market is revealed in the following figures: 


Million yards 


erported 
 acisival a vacctaatic Seiilon Cpl ss > oss cpa Ne a 740 
Peete sche st nha stasis feE6G ab tid oadswe si GUO 603 
WOOO 022 CE UAC RISES di) dae a id dil bln dua s dk ESR Sse ORLY Sd ons} 1 550 


1 Textiles: Brightening Horizon? Newsweek, August 30, 1954, p. 69. 


The export-import picture offers one more unstabilizing factor to 
an industry already overly unstable. 

The prospect is that the future will bring further expansion of 
textile manufacturing in foreign low-wage areas. At the least this 
will result in a diminishing export market for the American textile 
industry. 


The movement South 


Students of the textile industry have long noted the growing 
concentration of the textile industry in the South. The text, Eco- 
nomics of American Manufacturing has this to say: 

Migration of the textile industry from New England to the South has been 
going on for a long time. It was evident before World War I, but it was not 
looked upon with any apprehension until the late 1920’s. Under the pressure 
of competition, which grew out of a great excess of productive capacity, the 
industry underwent a major migration to the South in the 1920’s and 1930's. 
The reasons for the move were lower taxes, absence of State wage and hour 
legislation, cheap labor, adequate hydroelectric power, and proximity to raw 
materials * * * 16 

A further look at the picture during the last generation reveals 
that the growth in the South may not have been so pronounced as it 
seems. Actually the South has done little more than hold its own, 
going from 17.6 million spindles in 1925 to 18.4 million in 1950, 
while New England has declined from 18.3 million spindles in 1925 
to 4.3 million in 1950." 

In any case, by 1950 nearly 80 percent of the capacity to produce 
cotton textiles was located in the South. Originally an important 
reason for the movement south was the lower wages paid in that area. 
By 1954 the differential had been somewhat lessened. Production 


18 Drury, Allen. Aid to Textile in Tariff Bill Dents Administration Stand. New York Times, April 
21, 1955, pp. 1 and 12. 

Allen, Edward L., op. cit.. pp. 384, 386. 

Tbid., p. 386. 
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workers in the South averaged $1.17 per hour compared with an aver- 
age of $1.32 per hour in New England.” 

An undoubted factor in the rise of the textile industry in the South 
has been the aggressive seeking for new industry on the part of southern 
communities. In some cases this includes the financing of new plants 
through tax exempt municipal security issues. 

The shift of the gravity center south of the textile industry is prob- 
ably permanent, though signs of countermeasures to halt the trend are 
noticeable in New England. 

Prof. Seymour Harris, of the New England Textile Committee, in 
testifying before the Joimt Committee on the Economic Report 
commented on the situation: 

The northern regions must fight as vigorously as the South; must be as modern 
in research, in management, in worker interest; must seek their fair share of 
Federal outlays; * .*_* 

In reviewing the relocation of the industry it is clear that the major 
segment of the textile industry will remain in the South. Approxi- 
mately four-fifths of the spinning and weaving capacity of the cotton 
textile industry is to be found in that region. The migration has been 
one of the dynamic changes contributing to the unstabilized condition 
of the industry. 

Wool and rayon 

Two of the key fabrics are, of course, wool and rayon. In general, 
rayon, along with other synthetic fabrics such as nylon and orlon, have 
been coming increasingly to the front. In terms of total consumption 
of textile fibers the share of rayon had increased from 3 percent in 
1929 to 20 percent in 1950.” 

Table 9 indicates the relative position of the various competing 
fabrics in the years from 1947-54. 


TABLE 9.— Textile industry employment and production, 1947-54 


| 
Employ- 
ment, hours, ad, 
thousands | millions yn 


12, 371 9,817 2, 
12, 405 9, 640 2, 
10, 923 8, 406 2, 
10, 013 2, 
2, 
2, 
2, 


3a 
= & 


OQeawoocuows) 


039 
267 
086 
578 
350 


2g 
S19 S 


10, 136 
9, 514 
10, 203 
9, 763 


BES 


on 
ti) 
oon 


z 
SL SOL enn 


Seoorenow 


294 
410 
238 


— 


1 Covers scouring and combing plants, yarn and thread mills and broadwoven fabric mills. 
Source: Textile Workers Union of America. 


Table 9 especially underlines the decline of woolens in recent years. 
The absorption of American Woolen by Textron, Inc., to be examined 
at a later point, is one of the chapters in the decline of wool in the 
United States. The modern American apparently prefers more 

1% U.S. Department of Labor. Bureau of Labor Statistics. Earnings of cotton textile workers, Novem- 
ber 1954. Release of March 4, 1955, p. 1. 


U.S. Congress. Joint Committee on the Economic Report. Op cit., p. 209. 
” Allen, E. L., op. cit., p. 397. 
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casual clothes to the once standard all-wool suits. The answer to 
this problem possibly may be found in the recent development of 
wool blends. yr) oF 

The trend in fabric consumption through 1954 is indicated by the 
following item taken from the Journal of Commerce for May 6, 1955: 

The consumption of all textile fibers in the United States in 1954 dropped to 
about 8 percent below the 1953 total. It is of interest to note that cotton con- 
sumption dropped 9 percent and wool registered a decline of 224 percent. Rayon 


and acetate during the same’ period was down only 5% percent, while the non- 
cellulosic synthetics showed a gain of 14% percent. 


Postwar slump 

Immediately following World War II the textile boom continued at 
a high level. In 1947, for instance, the textile industry was one of 
the Nation’s most prosperous industries. 

A drop in the market took place in 1949 followed by an increase in 
demand caused by the war in Korea. The trend is indicated in the 
following table. 


TaBLe 10.—Total receipts and net income of textile corporations, 1946-51 


{In thousands of dollars] 
1951 1950 1949 | 1948 1947 1946 
Total receipts... . 12, 843, 493 12, 686, 482 9, 459, 263 11, 828, 790 11, 196, 975 10, 101, 471 
Net income. ._-..-- 1, 071, 665 1, 268, 801 756, 803 1, 554, 012 | 1, 574, 837 1, 411, 728 


Source: U.S. Internal Revenue Service. 


rad 1950 the industry went into a decline. Sales and profits 

steadily fell with a very severe slump in the years of 1953 and 1954. 
The Federal Reserve Board’s monthly textile production index 

measures the slump as follows (the 1947 to 1949 period equals 100): 


a RT he bene 111 
Pat en a io we eters re aninen Mane Cp ueie ae 87 
Pe Baa one io ce coe See cone bac hope eee ces TR 93 


Woolens and worsteds were off 42 percent by the first quarter of 
1954. 

At the peak quarter in 1950, industry profits were $202 million. 
The first quarter of 1953 showed profits of $93 million and by the 
first quarter of 1954 were down to $32 million. 

A national magazine recapitulated: 

While most industries have been plagued by one or two postwar adjustment 
problems, textiles have suffered from them all—overproduction, foreign competi- 
tion, declining markets, falling prices. What’s needed now, industry leaders say, 


is a larger dose of the same kind of imagination and leadership with which textile 
men sparked the industrial revolution a century and a half ago.?! 


Mr. Barkin in his testimony before the Joint Committee on the 
Economic Report spelled out what the slump had meant to workers 
in the industry: 

* * * we have lost between 250,000 and 275,000 jobs since the beginning of 
1951. The loss has taken place in the North, South, East, and West, every part 
of the country. It is not a northern problem, and it is not a southern problem. 
It is true the northern mills have shrunken and closed up more frequently * * *. 
In the New England area, 236 mills [have been closed] with 92,000 people. In 


% Textiles: Brightening Horizon? Op. cit. p. 69. 


66136—55——-3 
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the Middle Atlantic States, 287 mills with 51,000 people. In the South, 117 mills, 
with 25,000. The southern ¢losings are just on the brink, and if my knowledge 
of the industry is correct I expect 50 to 75 cotton-yarn mills to close during the 
next year or two. 

The problem of our industry is serious, and it needs help. Our communities, 
both North and South, are in the employment-surplus area, and we have got to 
find some kind of help in order to reintegrate, rehabilitate, and restimulate the 
industry * * *. What are the present causes of the present condition in the 
industry: Loss of domestic outlets, loss of export markets, change in type of 
garments, changing pattern of consumer expenditures, tardiness in meeting new 
consumer trends, interfiber competition, general business contracts, the failure 
to develop new markets, and, let me stress that here is an industry that needs 
reinvigoration of managerial talent, * * * they have not developed a significant 
new market during the last 20 or 50 years within this industry * * * the tax 
laws, whether it be the capital gains tax or the carryback provisions, have en- 
couraged mill owners to abandon plants rather than put their money back into 
this industry. 

We urge you through your report and through your membership in other 
committees to have a full-seale investigation of this problem. It is a serious 
problem because the mergers of our country now are being followed up by plant 
closings.”? 


The decline, according to Mr. Barkin, may be a permanent one 
resulting from a new and more casual mode of life. In any case, by 
1953 7.3 cents of the consumers’ dollar was going for clothes compared 
to 10.4 cents in 1946.” 

Another major reason often given by experts in the field to explain 
the instability of the industry was its lack of diversification. Seasonal 
fluctuations are severe and one fabric or style can quickly capture a 
large share of the market. Under the circumstances, a firm apparently 
needs diversification to achieve stability. 


PATTERN OF CONCENTRATION 


Traditionally competitive nature of the industry 

Throughout the history of the textile industry the pattern has been 
that of a large number of small, highly competitive mills. The 
concentration in textiles thus has traditionally been quite low. 

The observations made in this regard in The Structure of American 
Industry are as follows: 

What then are the public policy problems of this industry? After all, cotton 
textile priees show considerable flexibility; so do the mill margins which affect the 
profitability of production; output, on the other hand, remains relatively stable 
in the face of price fluctuations. These characteristics are the trappings of a 
competitive indistry which should hardly require a public policy.* 

In the Economics of American Industry the point is stated briefly, 
thus: 

Among our large industries the cotton textile industry stands out as the closest 
approach to the classic conception of competition.”. 

An indication of the competitive nature of textiles is found in the 
profits during the interwar period. According to a study conducted 
by Clair Wilcox for the Temporary National Economic Committee, 
in the decade between 1927 and 1936 the industry experienced an 
aggregate net deficit of $32,815,000. 

The reasons for this competitive situation have been previously 
suggested, but include the following factors: 


2 U.S. Congress. Joint Committee on the Economic Report. Op. cit., pp. 204-205. 
23 Nossiter, Bernard. Slump in Textiles. Nation. January 22, 1955, p. 72. 

2% Adams, Walter. Op. cit., p. 2. 

25 Alderfer, E. B. Op. cit., p. 372. 
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1. Comparative ease of entrance into the industry. 
2. Ability of mills to shift from one type of fabric to another without 
large expense. 
3. Sharp separation of mill operations from finishing and marketing 
makin it difficult for a given company to develop consumer preference. 
e historic small business nature of the industry. 


psi of concentration through 1952 


A considerable body of statistics is available to confirm the de- 
centralized nature of the industry. 

Prior to World War II, for example, a National Resources Planning 
Board study revealed that the 8 largest cotton textile companies 
accounted for only 14.8 percent of the industry’s employees and 14 
percent of the value of product. 

Typical statistics relative to the dispersion of the industry are shown 
in table 11. 


Tas.p 11.—Teztile mill products (pattern of concentration), by establishments, 1952 


Establishments with an average employment of— 





All 
establish-| 1-99 | 100-249 2,500 
ments em- em- 250-499 | 500-999 | 1,000-2,499 emmploy- 
ploy- | ploy- jemployees employees; employees | ees or 


ees ees more 


| | | | SS} 


637 387 162 21 
221,972 | 265, 510 233, 539 | 81, 578 


1, 030, 873 |}, 217, 048 1, 078, 929 | 355, 860 





Number of establishments. .-..---- 7,584 | 4,982) 1,395 
Rr Gee can taro Sc 1, 134, 680 |136, 274 |195, 807 
Value added by manufacture 

thousands of dollars. - nore 507 |619, 915 |953, 287 





Bureau of the Census. 


It should be noted that these figures are based on “establishments”’ 
which are not necessarily identical with business units which may 
include one or more establishments. 


Recent trend 

In the period since World War II a double wave of textile mergers 
has changed the character of the industry. The change has been in 
two directions. The first direction has been a shrinkage in size, both 
in terms of employment and in terms of equipment. Mill oe 
many following mergers, have been quite frequent. Accordin 
figures presented by Mr. Barkin to the Antitrust Subcommittee of the the 
Senate, some 541 plants were closed between 1943 and 1955, formerly 
em loying some 147,000 people. At the same time only 5 new cotton 
Ts were opened along with 6 new synthetic mills and 10 woolen 
mills 

The second change observed is an increase in concentration. While 
it cannot be said that the textile industry has become concentrated in 
comparison with such industries as automobiles and steel, it is clear 
that the leading firms have been expanding by way of merger and 
acquisition. This is substantiated by Mr. John W. Edelman of the 
TWU, who testified that only 43 textile companies employ 60 percent 
of all workers.” 


2° U. 8. Congress, Senate, Committee on the Judiciary: Mergers, hearings before the Subcommittee on 
Antitrust and Monopoly Legislation, 84th Cong., Ist sess., Washington, \V Yard & Pa ul, official verbatim 
transcript, vol. 15, June 29, 1955, p. 1560. 

7 Ibid., p. 1575. 
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The extent of present concentration is a matter of sharp dispute. 
In the view of the CIO, speaking through Mr. Barkin, industrial 
oon created by mergers now dominate the textile yarn, woven 

bric, and finishing and converting industry. He goes on to state 
that through their method of growth by consolidation they have sub- 
stantially reduced competition. In reply Mr. Love of Burlington 
offered the opinion that textiles are the ar field in which the Govern- 
ment really has to worry about a trend to monopoly. No single com- 
pany controls more than 3 to 4 percent of the total textile volume.” 

Certain authorities view the increasing concentration as natural, 
inevitable and no cause for alarm. Thus Professors Alderfer and 
Michl comment: 


There is * * * no reason to suppose that there will not be continuing changes 
in the organizational pattern of the industry, including both horizontal and verti- 
cal integrations. There is, however, little prospect that these developments will 
result in a high degree of concentration, or the disappearance of the prevailing 
competitive structure of the industry.” 


Others take a more serious view as, for example, the 1948 Federal 
Trade Commission Report on Mergers: 


While it is too early to appraise the ultimate effects of the merger movement on 
competition in the textile industry there can be little doubt that many units in 
the trade have become distinctly big business organizations. This is indicated by 
the listings of the Nation’s 1,000 largest American manufacturing corporations 
which are periodically prepared by the Department of Commerce. Between 1943 
and 1946 the number of textile-mill product firms included in the list rose from 70 
to 85, an increase of 21 percent. As would be anticipated, the textile firms that 
have risen most rapidly in importance have been those which have been most 
heavily engaged in merger activity. 

The potential results of this merger movement in textiles have been summarized 
by one of the industry’s own trade journals, Textile World, in the following words: 

“Belief is prevalent that the industry is entering an era of larger mill groups 
and that consequently fewer men will control the majority of its equipment and 
its products. Some extremists even forecast that the time is coming when a 
mere 5 or 6 companies will dominate the textile field just as has come to pass in 
the automobile industry.” ™ 


An even more concerned view was taken by Mr. Barkin speaking 
for the TWU before the Senate Committee on Labor, April 22, 1955. 


Unlike 10 years ago, the industry no longer is composed of small, independent 
companies. It is a congery of giants with accumulated vast powers. The great 
profits during the war and early postwar years spurred many on to buy the inde- 
pendent mills. During the last 3 years a new move has been underway. The 
result is that, as of March 1955, 43 interests in the spinning, weaving, and nishing 
industry own some 507 plants employing some 345,550 persons out of a total of 
656,000 production workers in the industry. * * * They have used their might 
to fasten greater and greater control over our economy.” 


Mr. Barkin’s list of the 43 leading textile firms together with the 
employees, spindles, looms, and p‘ants of each is shown in table 12. 


% Textile man says competition keen in the industry; union man says not. Wall Street Journal, June 30, 
1955, p. 5. 

# Thid., p. 5. 
% Alderfer, E. B. Op. cit., p. 26. 

8! U. 8. Federal Trade Commission. Report of the Federal Trade Commission on the merger movement. 
A summary report. Washington, U. 8. Government Printing Office, 1948, p. 

% Barkin, Solomon. Supplementary statement made before the subcommittee of the Senate Committee 
on Labor and Public Welfare on behalf of the Textile Workers Union of America. April 22, 1955, p. 3. 
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Taste 12.—Major tertile interests in the United States: Employments, equipment, 
and plants, March 1955 
















1 | Burlington Industries Inc.*. ...................- 28, 000 18, 500 57 
ae i ee ne 238, 500 22, 130 35 
3 , TTC ncn ccemeinesandanl 22, 000 12, 325 17 
4 | Deering, Milliken & Co.?...............-.-..-.-. 18, 000 22, 400 2 
D0 DD WI erin od chen eke dlnnitaquapecabanne 15, 000 17, 150 20 
6 | Textron American, Inc.??....-................-. 12, 800 11, 000 31 
eae onctanind enemieneeimiemaen ten 12, 500 16, 300 20 
aR. 3k Re 12, 000 14, 240 8 
9 | West Point Manufacturing Co...-.............- 11, 500 7, 700 ll 
10 10, 100 12, 900 w 
ll 10, 000 9, 942 1 
12 9, 500 18, 000 12 
13 9, 300 8, 500 s 
14 9, 200 8, 330 18 
15 8, 000 2, 40 14 
16 7, 300 2,750 ll 
17 7,150 5, 100 12 
18 7,000 4, 035 7 
19 Gan ) Me Baawoce ood “ 
20 6, 000 6, 860 5 
21 EE Bhi 5u+.,2.) A ielenannun ad 22 
22 | Bates Manufacturing Co. ..............-.-....- 5, 800 7, 400 5 
23 5, 600 4,050 10 
24 rican Thread Co., Inc... AS oe HOS... cictdnces 7 
25 eee interests... 5, 100 2, 420 14 
26 | Ely & Walker Dry Goods Co. 5, 000 5, 978 7 
Sk SOP. 6. nti < cure codnene 5, 000 6, 373 ll 
Te | CIE TIRE is: teenth enienneepumaeneenios 4, 800 4,015 4 
29 | Goodyear Tire & Rubber Co.3__....._........-- 4, 700 331 4 
30 | Mount Vernon-Woodberry Mills. .............- 4, 400 2,092 3 
31 | Walter S. Montgomery interests..............-- 4, 350 5, 737 6 
Sy FINI, «ooo dunk encenaccssessousss 4, 300 1, 832 12 
33 | McCampbell interests... .................--..-- 4, 300 3, 411 S 
34 | Swift & iene eee 4, 200 2,377 4 
35 | Bachmann-Uxbridge Worsted Corp.........-...- 3, 700 700 . 
36 | United States Rub i 3, 700 331 4 
37 | Fieldcrest Mills, Inc.?........-. 3, 650 2, 681 s 
38 Johnson & Johnson Or 3, 550 7,000 7 
39 | Cheatham interests_... - 3, 500 3, 452 5 
40 | Thomaston ‘Cotten Mills...... 3, 300 1, 843 4 
41 | Hesslein & Cu., Inc_..._......---...---.-----.-- 3, 300 4, 900 6 
42 | Banks-Arnall interests tte spenthciial 3, 250 618 6 
43 | Martel Mills interests. -_.......................- 3, 200 5, 050 8 
Ce a i ea a iis. Ms ieee ee ae 507 





1 Ranked in order of employment. 
2 These companies own, in addition to plants listed, polite. carpet, and rug or synthetic plants. 
3 These companies also operate plants in other industries 


Note.—T hose interests employing less than 3. ae edie were omitted. All figures refer to plants en- 
gaged in the basic textile industry, i. e., spinning and weaving of cotton; throwing, spinning, — weaving of 
silk, rayon, and other synthetic oaeme and fibers; finishing, except woolen and roves: scouring, spinning 
weaving, and finishing of woolen and worsted; excluded from coiien compilation are spinning and weaving of 
carpets and rugs; knitting; miscellaneous textiles; and synthetics (manufacture of fiber and yarn). 


Source: Textile Workers Union of America, research department. 


Table 12 shows that the 8 leading companies in the textile field 
employ 143,800 which is 21.9 percent of the ndustry’s employees, using 
the TWU employment figure of 656,000 as a base. 

A list of 8 leading textile companies in 1953 prepared by Mr. 
Hamilton D. Gewehr of the Legislative Reference Service, Library of 
Congress, is shown in table 12. This compilation includes the em- 
pisres engaged in nontextile operations of these companies, excluded 

from the TWU compilation. 
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TaBue 13.—Employment of 8 large textile companies in 1953, showing percentage of 
total United States tertile mill industry employment ! 





{ 


+ 5 ; Number of 
Company Date employees 


ne ee isle nuoppeneomen a allt eaeeee 5 49, 300 


I lean npmcie eum ese Dec. 31, 1953 32,000 
Pacific Mills._.._...._..- ar Aick aati tich cise ieeatedagsions bepamaden-a eaisastirad do 9, 500 


ee ia ra fee ay on ene ae _| Sept. 11, 1953 7, 800 






no a ee ube oananenmeabnradtane ee cool Oct. 31,1053 25, 861 
I Se nesinalre-e pram hemor s+ ross le eseste doeaedlaaiai acacia naa 3 16, 740 


Ce en eal cm amenmaminn es . 7,000 
American Woolen Co_......-.-..-.---- Semone Sige ween wine aii aaee Dec. 31, 1953 4, 740 
SII, sid Rat otitis ne Sunenbaeith eas aanls- Ss co ae Siecle ee Novy. 30, 1953 5, 000 
——= s+. s 

a  ohanamipincvinention cenoal, Miniicameiiemens 16, 500 
Ne en ee ee cna woes acher se otab neck | Dec. 31, 1953 12, 000 
Went Poing Bremmtactemiar Oo... . 4... eek et] A, ee 11, 474 
Oe EEN OSE CL Ce ee Dec. 31, 1953 10, 848 
DO TE Fs 5s dn ook k oe ek: wits. isreee = ore owes : 10, 840 











! Employees engaged in nontextile-mill activities are included. However, United Merchants & Manu- 


facturers, Inc., with 21,000 employees as of June 30, 1953, is not included because it operates about 180 retail 
clothing stores. 


? Burlington Mills acquired Pacific Mills and Goodall-Sanford, Inc., in 1954. Name was changed to 
Burlington Industries, Inc., on Feb. 3, 1955. 


3 Indicated number of employees after merger assuming no reductions in employment. 
4 Robbins Mills and American Woolen Co. were merged into Textron, Inc., Feb. 24, 1955. Name was 
changed to Textron American, Inc., at same time. Includes some employment in nontextile lines. 


Souree: Moody’s Investor’s Service, Standard & Poor’s Corp., U. 8. Bureau of the Census. 
THE MERGER MOVEMENT 


A consolidation movement in textiles began during World War II 
and continued through 1947. During this period many leading 
companies acquired additional facilities. These acquiring companies 
included Bates Manufacturing, Burlington Mills, Ely & Walker, 
M. Lowenstein & Sons, Pacific Mills, Powdrell & Alexander, J. P. 
Stevens, Textron, United Merchants, and West Point. 

According to the 1948 Federal Trade Commission report on mergers 
164 cotton textile firms changed ownership during the 1940—46 period. 
These firms owned more than one-fifth of the industry’s productive 
facilities. 

This particular wave of mergers receded in 1948. 

The most recent wave of mergers began in 1953 at the time of the 
slump in textiles previously described. 

The situation was described in Business Week in the following terms: 

The industry has been economically ailing. Men in the trade will tell you 
that there have been far too many mills, producing far too much merchandise. 


Now, suddenly the textile industry has started to tighten itself up. Mills are 
merging right and left. 


Bernard Nossiter, writing in the Nation, agreed that the slump had 
speeded up the merger movement: 


The mergers that for three decades have been thus forming textiles from a 
decentralized to a more tightly knit structure have contributed to the decline 
in jobs, and mergers have been stimulated by the recent recession. The TWU 
estimates that 150 plants employing 50,000 hands were bought up by competitors 
between July 1953 and September 1954.* 


33 U. S. Federal Trade Commission, op. cit. p. 55. 
% Textile Makers: Fewer and Stronger, Business Week, July 31, 1954, p. 58. 
3% Nossiter, Bernard, op cit. p. 72. 
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In a memorandum of the research department of TWU the sine 
of the trend was spelled out: 


The new wave beginning in 1953 has already gained tremendous sweep. In 
1953, 35 companies were bought involving 70 plants with some 24,000 workers. 

In 1954, 46 companies involving 136 plants and employing 42,000 workers 
were bought up or consolidated. Already in 1955 we have records of 13 companies 
with 27 mills employing 9,000 persons which have been consolidated and the 
trade press daily carries stories of additional impending mergers.” 


Some of the more important mergers are shown in table 14. 


TaBLe 14.—Mergers: The changing textile industry 


| | 
Buyer | Company acquired | Product | Mills | Employees 











1968 
Abney Mills. --.-----.- of OWE PER. . d ncnccccccs | En ee cccn eed 8 | 6, 000 
Pepperell Manufacturing Co. ..| Purson Mills.........-_..- bo eed files 2542.05 1} 1, 200 
, Ea. caee FS F. —— Manufactur- | Industrial fabrics_- 6 1, 600 
i 
United Merchants Manufac- | A. ) ee | Cotton, woolens.... 4 2, 000 
rs. | } } 
U. 8. Finishing Co_-..........-.- | Aspirook Corp......-- ----| Finished... .......| A 1,300 
1954 | 
Burlington Mills..--..--...-.---- Interstate Hosiery Mills - - eee) BEY wii | - - 
Pacis Mills... ..-<<ra-rs- | Rayons, woolens. | 14 |... Stick 
Goodall-Sanford, Inc......| Mohair........-.- | 4 5, 160 
Goldsmith, Feinberg Syndicate__| Julius Kayser Co. EE rch nay ea 25 2, 500 
Julius Kayser & Co............-- Diamond Hosiery... .....-|.....do........ ofl 4 1, 200 
4 Robbins Mills (inter sold | Bymtheties id. wed 5 4, 500 
to Textron). 
John P. Maguire Oo....| Faetors for many |-.-.-. TMi masiaatina 
textile firms. 
ER i lh ct Fa New Market Manufae- | Synthetics. _._--- 3 | 850 
turing Co. | 
HW. Duroff & Sons...............- Botany Mills. ..-........- Ww ne worsteds. 3 | 4, 400 
2 1,400 


M. Lowenstein & Sons__.._-..--- Wamsutta Mills. ......--- een. 
Source: Newsweek, Aug. 30, 1954, p. 68. 


The current Federal Trade Commission report on mergers states 
that the number of mergers which took place in the textile industry 
during the 1948-54 period was 117 which may be compared with the 
154 mergers which took place between 1940 oe 1947. During the 
1940-47 period 7.5 percent of all mergers took place in the textile 
industry while 6.6 percent of the mergers recorded were in textiles 
during the 1948-54 period. These figures seem to indicate that the 
merger trend in comparison with the earlier merger movement is 
declining slightly.*’ 

Another analysis in the FTC report dealt with the relative dis- 
tribution of concerns acquired by the size of the acquiring firm. 
Table 15 sets forth the pertinent information as it applies to textiles. 

3% ‘Textile Workers Union of America, research department, textile mergers (I-183 E 31155). 


37U. 8. Federal Trade Commission, Report on crpprate Mergers, May 1955, Washington, U. 8. Gov- 
ernment Printing Office, 1955, p. 35, appendix table 5 
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TABLE 15.—Number of acquisitions in textile industry by size of acquiring company 


Assets of acquiring company (millions of dollars) Percent 


SSe 


aa-s 
EE 


Source: Federal Trade Commission. 


These figures indicate that the bulk of acquisitions were effected by 
the larger companies in the industry. For instance, over 70 percent 
of the acquisition of textile companies were made by firms with more 
than $10 million in assets. 

Another tabulation made in the FTC report concerned the number 
of firms acquired. In the textile and apparel industry the results 
were as follows: * 

Firms acquiring 1 company 

Firms acquiring 2 companies 
Firms acquiring 3 companies 
Firms acquiring 4 companies 

Firm acquiring 6 to 10 companies 
Firm acquiring 11 to 20 companies 

The largest number of acquisitions within the textile industry were 
mas by Burlington Industries with 12 aequisitions, and Textron, Inc. 
with 7.° 

Textiles with 177 acquisitions ranked sixth among industrial groups. 
Nonelectrical machinery with 249, food and kindred products with 243, 
chemicals with 168, fabricated metals with 161 and transportation 
equipment with 125, indulged, numerically at least, in greater merger 
activity. 

The outstanding mergers were highlighted by Walter Adams writing 
for the New Republic: 


Equally important are the changes wrought by metects in the textile industry: 


The $428 million marriage between Burlington Mills, Pacific Mills, and Goodall- 
Sanford; the $200 million consolidation of American Woolen, Textron and Rob- 
bins Mills; and the smaller, but nonetheless important, mergers between Lowen- 
stein and Wamsutta, Botany Mills and Princeton Worsted, United Merchants 
and A. D. Juilliard, J. P. Stevens and John P. Maguire. All these foreshadow a 
transformation of a once highly competitive industry." 


Perhaps the most comprehensive compilation of textile mergers 
since 1953 and continuing through the first part of 1955 has been made 
by the research department of the Textile Workers Union of America. 
This compilation sets out the following information: 

38 Tbid., p. 28, table 1. 
% Tbid., p. 29, table 2. 


# Thid., p. 28, table 1. 
41 Adams, Walter, From Big to Bigger, New Republic, July 4, 1955, p. 14. 
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SPECIFIC TEXTILE MERGERS 
Burlington 


The leading textile firm in the country and the one which has been 
most active in the merger field has been the Burlington Mills Corp., 
now Burlington Industries, Inc. The following chart indicates th 
growth through merger of Burlington. Total assets in 1954 had 
reached $382,496,000, over one-third of a billion dollars. This is 
small compared to the giants of other industries such as automotives 
and steel, but it looms large compared with the average textile 
company. 


TaBLe 7.—Burlington Mills Corp.: Selected financial statistics and mergers-and 
acquisitions, 1987-64 


— ears in — 


| 
| 


| Plant and | 
Period Netin- | equip- i 
( - > ; * j ate ‘ 
Satenine | Net sales ae — Khe | Mergers or acquisitions during period 
or as of—) taxes | deprecia- 
tion | 
} 
} } 
Dec. 31,1937 | $27,320 $716 $6,274 | $14,713 


Dec. 31,1939 | 39, 271 2, 008 8, 755 22,331 | Cetwick Silk Mills Co.; E. M. Holt Plaid Mills, 


Ine. 
Sept. 27,1941 | 63,165 3, 374 12, 062 32,891 | Ranlon Manufacturing Co.; Mid-State Cloth 
| Mill; Arnico Finishing Corp.; Town House 
| Hosiery Mills, Inc.; Smithfield Manufacturing 


Co. 
12, 312 45,771 | Vamoco Mills; Robeson Textile, Inc.; - 
Watkins Corp.; McLaurin Hosiery ‘Mills, Inc 
13,220 | 55,109 | Harriman Hosiery Mills; General Ribbon Mills, 
Inc.; White Sulphur Industries, Inc.; Ribben 
Factery Gorp.; South “74 Weaving Conp.; 
Sunspun Manufacturing C 0. 
Sept. 28,1946 | 141, 544 12, 921 27, 490 90,131 | Phenix ‘Mills, Inc., Steele Mills; Flint ~-Manu- 
| facturing Co.; Cramerton Textile Mills. 
Sept. 27,1947 | 216,961 | 23,888 38,346 | 125,178 | Statesville Cotton Mills; Duplex Fabrics Corp.; 
| | |  Coneord-Gallia Corp. (rayon converting divi- 
sion); Everlastik, Inc. 
Oct. 2,1948 | 288, 162 31, 220 52,578 | 176,841 | May McEwen Kaiser Co.; Wheatley Fabrics, 


Inc. 

Sept. 30, 1950 286, 971 27, 106 77, 570 218, 753 | Brighton Mills, Inc. 
Sept. 29,1951 | 310,130 | 13,741 99, 476 275, 699 | Worth Bros., Inc. 
Sept. 27,1952 | 320, 261 8, 601 106,438 | 276,633 | National Mallinson Fabrics Corp.; Sarfert 
Hosiery Mills, Inc. 
Oct. 3,1953 | 360,839 10,877 122,182 | 300,734 | Peerless Woolen Mills; Peerless Textiles, Inc. 
Cct. 2,1954 | 347,494 8,437 | 155,057 | 382,496 | Interstate Hosiery Mills, Inc.; Pacific Mills; 

| Goodall-Sanford, Inc. 


Oct. 2,1943 | 97,641'| 3,778 
Sept. 29,1945 | 108, 200 4, 981 

















1! Name changed to Burlington Industries, Inc., Feb. 3, 1955. 


Sources: Moody’s Investors Service; Moody’s Industrial Manual, 1934-54; Standard & Poors Corp.; 
Standard Corporation Description, sec. A-B, April-May 1955; U. S. Federal Trade Commission, report 
of the Federal Trade Commission on the Merger Movement, Washington, U. 8. Government Printing 
Office, 1948, pp. 56-57. 


Compiled by Hamilton D. Gewehr, Industrial Organization and Corporation Finance, Economies 
Division, Legislative Reference Service, Library of Congress. 





Burlington was fermed in 1937 when J. Spencer Love combined his 
collection of small companies into one organization. From the begin- 
ning, Burlington specialized in synthetic fibers, especially rayon. 
This approach paid off in success for Burlington. Today it consumes 
some 11 percent of synthetic fibers produced. 

Fortune has this to say about the company today: 

Ranking easily with such firms as Cannon, M. Lowenstein, and Deering Milli- 
ken, Burlington is today one of the best run textile companies; and at its present 


rate of improvement it promises to become one of the best run companies any- 
where in United States business.” 


4 Saunders, Dero. A. Burlington weaves a new pattern. Fortune, December 1954, p. 106. 
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The officers of Burlington Mills today are: Chairman and president, 
J. Spencer Love; executive vice president, Walter Greer; treasurer, 
ae Myers, Jr. 

The position that Burlington had achieved was summarized in the 
1955 FTC report as follows: 

At the beginning of 1951, Burlington Mills Comp. was a leading producer of 
hosiery and of broad woven fabrics, of synthetic fibers or mixtures of synthetic 
and natural fibers. It was integrated from the acquisition of raw fiber to sale of 
finished hosiery or fabric, although products were also sold in the greige.“ 
During 1954 Burlington made two very important acquisitions, 
Pacific Mills and Goodall-Sanford. 

Burlington-Pacific 

President Love of Burlington bad been interested in the purchase 
of Pacific Mills for a number of years. Pacific Mills was one of the 
country’s larger textile firms. Pacific manufactured wool fabrics, 
wool and synthetic blends, sheets, percales, and shirting. Pacific was 
operating solidly in the black, having had $121 million in sales in 1953 
compared with Burlington’s $360 million. Pacific produced 45 per- 
cent worsted and woolen, 45 percent cotton and only 10 percent syn- 
thetic which was Burlington’ Ss most important line. 

The president of Pacific Mills, Henry M. Bliss, was frankly reluctant 
to see Pacific taken over by Burlington. N egotiations between Love 
and Bliss produced no agreement to merge. 

In July of 1954, however, a third textile firm, M. Lowenstein, made 
an offer of $45 a share for Pacific stock which was then selling for 
$28 a share. This offer was made to Ely & Walker Dry Goods Co. 
= > Louis which held 200,000 of the 959,052 outstanding shares of 

acific. 

At this point Burlington offered $50 a share which Ely & Walker 
accepted.. After this it was not difficult for Burlington to find suffi- 
cient Pacific stockholders who were willing to sell their stock at the 
price offered. In the final analysis Burlington was able to buy a 
controlling share in Pacific for an outlay of $24.6 million. With 
Pacific, Burlington acquired control of $79 million in assets, 14 
factories, and 9,500 employees. 

The major gain for Burlington, however, was substantial diversifica- 
tion into the cotton and woolen fields. 

The only person to publicly voice his disappointment with the 
acquisition was President Bliss of Pacific. His comment was: 


I would rather have seen Pacific go on the way it was. Why all these people 
want to get so big, I don’t know.“ 


Burlington-Goodall 

Unlike Pacific Mills the textile firm of Goodall-Sanford was in 
financial difficulty. Goodall had a prestige line of fabrics including 
the well-known Palm Beach suits. Nevertheless, Goodall had lost 
$4.6 million in the previous fiscal year and the price of its stock was 
down to $13 a share. 

The J. P. Stevens Co. had been negotiating to buy Goodall, but was 
unsuccessful, the negotiations being discontinued late in 1953. 


“ U.S. Federal Trade Commission. May 1955. Op. cit., p. 58. 
# Textiles. New King. Time, July 26, 1954, p. 70. 
# Fortune, December 1954. Op. cit., p. 152. 
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At this point Burlington n negotiations with the board and 
president of Goodall-Sanford, Elmer L. Ward, but with a similar lack 
of success, 

Some of Goodall directors, Love recalls, “thought we were moving in on a won- 
derful old company, trying to buy it for nothing.” ” 

President Love decided to approach the acquisition a different 
way. The same week that Pacific was acquired, Burlington an- 
nounced an open offer of $20 a share to holders of Goodall stock for 
up to 380,000 shares of the 556,062 outstanding. In 3 weeks, Bur- 
lington accepted tenders on 80 percent of Goodall’s common. By 
this means Burlington acquired control of $49.1 million in assets, 14 
factories and 7,000 employees.“ 

By its acquisitions of Pacific and Goodall, Burlington increased com- 

any assets from $300.7 million to $419.8 million, and had become the 
argest firm in the textile industry. Sales should now be well over 
$400 million a year. 

Early in the present year Burlington took a further step designed 
apparently to round out its diversification picture. This was the 
acquisition of North Carolina’s $12 million Mooresville Mills, makers 
of cotton and rayon towels, draperies, and sports clothes. 

In testimony before the Senate Antimonopoly Subcommittee in 
July 1955, President Love summarized the Burlington operations as 
follows: 

Thus Burlington woke up, 7 or 8 years ago, to realize that if it was to survive 
as & major company in the fierce competition which was beginning, it must achieve 
a diversification of primary materials and end products so that it could develop 


the proper blends and at the same time average out the inescapable ups and 
downs and the inevitable variations of consumer preferences and caprices.*” 


Textron 


One of the most involved and significant mergers in the textile field 
within recent years has been the formulation of Textron American, 
Inc. Many factors were involved in this three-way merger of Tex- 
tron, Inc., American Woolen, and Robbins Mills. An examination of 
this consolidation is instructive in demonstrating the wide variety of 
forces at work tending to the promotion of mergers. 

The principal promoter of the formation of Textron American, Inc., 
was Royal Little, president of Textron, Inc., who had held this post 
since 1928. Some suggestion of his prior career may be found in the 
following quotation taken from a Fortune article of April 1955: 


When World War II gave him the opening, he jockeyed his way up from run- 
ning a small parachute company to control of a large textile enterprise, whose site 
of operations he gradually transferred from New England to the antiunion hinter- 
land of South Carolina. In accomplishing all this, he bought companies and sold 
them; closed mills, opened them, and closed them again; hung in effigy in a New 
England town that later was to praise him for getting out when he did; and left 
such a dizzying trail of stock purchases, asset sales, mergers, spin-offs, charitable 
trusts and sales and leasebacks that Internal Revenue is still brooding over 10- 
year-old Textron tax returns. Roy Little wanted American Woolen for its $50- 
million net quick, which would allow him to branch out into other fields; he 
wanted Robbins as an aid to getting American Woolen. And if money and 
maneuver could do the trick, both companies were in the bag.” 


One of Mr. Little’s previous moves, the closing of Nashua, N. H., 
Mills, had led to a series of hearings before a subcommittee of the 
Ibid. p. 152. 
# Textiles, New King. Op. cit., p. 70. 


4? U7. 8. Congress, Senate. Committee on the Judiciary. Op. cit., p. 1497. 
® Saunders, Dero A. The stormiest merger yet. Fortune, April 1955, p. 137. 
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Senate Interstate and Foreign Commerce Committee in 1948, Senator 
Tobey presiding. Mr. Little’s position at these hearings was that the 
mills were uneconomical to operate due to low output per man hour." 

Under Mr. Little’s presidency, Textron, Inc. was developed into a 
company with modern facilities and topflight executives. The com- 
pany had also branched into nonfabric lines, including vibration 
engineering devices, airborne radar antennas, and furniture. Textron 
nem carried the principle of diversification even beyond the textile 

eld. 

To understand the eventual merger of Textron and American 
Woolen it is important to consider the history of American Woolen 
up to the point where it could be said that— 

* * * barring a merger, both (Robbins and American Woolen) could look for- 
ward only to bankruptcy or liquidation.” 

During the early part of the century American Woolen was a domi- 
nant factor in the textile industry under the leadership of President 
Wood. He concentrated on woolen uniforms, both of the military 
and blue-serge variety. In 1923 the blue-serge demand collapsed and 
American Woolen, excepting the World War II period, never again 
made a significant profit. The management thereafter did not adapt 
to the times, lived off surpluses built up during the Wood era and 
between 1924 and 1934 closed 30 of the 60 mills concentrating produc- 
tion “in the remaining more efficient mills.” ® 

World War II brought substantial profits and opportunity to 
President Pendleton to modernize the company. This was needed 
for a number of reasons. Machines and buildings had become obso- 


lete. Little wool and synthetic eat operations had been at- 


tempted. But even following the war, with ample funds on hand, Mr. 
Pendleton failed to replace adequately the old and wornout machinery 
and equipment.™ 

In 1949 a new president, Frank White, took office. At the end of 
1953 American Woolen received a complete physical and fiscal reor- 
ganization plan. 


The physical reorganization, based on a 1953 engineering study by Barnes 
Textile Associates, calls for the sale of 11 northern mills (including the 3 largest) 
with a total of 2,200 looms. Fourteen smaller ones with 1,600 looms will be re- 
tained, including 11 in New England, the small Raleigh and Tifton mills in the 
South, and a knitting-yarn mill in Louisville, Ky. The company’s best machin- 
ery will be concentrated in these 14 mills. The current book value of the 11 mills 
to be sold, before any transfer of machnery, is about $12 million. * * * There 
are undoubted advantages to the proposed operating pattern. Getting rid of such 
monstrosities as the Wood, Ayer, and Champlain mills will save the company an 
estimated $2,200,000 a year. The 14 mills to be kept are all fairly small, and 
ae nimble if given the right kind of supervision and sales liaison. And 

at Mitchell, president of Barnes Textile Associates, points out that proposed 
New England operations will be mainly in woolens, with which he feels the south- 
erners have been less adept than with worsteds and worsted blends.© 


The important point to note here is that these recommendations 
were made before serious negotiations pointing toward merger with 
Textron were entered into. At this point a complete liquidation of 
American Woolen was seriously contemplated. Part of the fiscal 

“Cf. U. 8. Congress. Senate. Interstate and Foreign Commerce Committee. Investigation of 
closing of Nashua, N. H., Mills and operations of Textron, Ine. Hearings before the subcommittee. Wash- 
m, U. 8. Government Printing Office, 1948. 2pts. 1,042 pp. 


Fortune, A 1955, 2. cit., B 171. 
. The Twilight of American Woolen. Fortune, March 1954, pp. 93-94. 
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plan was to pay out $20 million to retire preferred stock. This might 
well have been the first step toward liquidation and company Attor- 
ney Robert H. Montgomery later admitted that was substantially 
what he had in mind.* 

By May 1954 Royal Little made his first move leading to the three- 
way merger. This was to buy 42 percent of the stock of Robbins 
Mills from J. P. Stevens. 

Mr. Little’s, Robert I. Huffines Jr., nominee was then installed 
as president. 

Following this preliminary move the fight to absorb American 
Woolen was begun. By this time, Joseph B. Ely, a former Governor 
of Massachusetts had become president of American Woolen. During 
the year that followed he led the resistance to the proposed merger, 
but eventually agreed that the formation of Textron American, Inc. 
was for the best. 

American Woolen’s precarious position was emphasized by the fact 
that its sales had fallen in 2 years from $253 million to $73 million in 
1953. It had losses for the 3 years of $30 million.” 

The factors which made American Woolen most interesting to Mr. 
Little were that it still had $28 million in working capital and a $30 
million loss would be available as a tax loss carryover. To this could 
be added the factor of further diversification for Textron. 

The negotiations which took about a year were highly complicated. 
By April of 1954 Mr. Little was tying up American Woolen action by 
court injunctions and otherwise while attempting to buy up enough 
American Woolen common to gain control. 

In May, Textron borrowed $4,570,000 from Albert List who had 
previously liquidated a number of New England textile companies. 
Eventually Mr. List was repaid $5,185,000 which amounted to a 30 
percent return. 

Textron then used the money to buy 100,000 shares of American 
Woolen at 23 and 40,000 at 21.50, bringing Textron’s holdings to 
460,000 shares which was sufficient to make ultimate control inevitable. 

In the fall of 1954 negotiations were taken over by three under- 
writing houses G. H. Walker & Co. for American Woolen, Blair & Co. 
for Textron, and Dillon Read for Robbins. The main question at 
this point was the terms of exchange to be offered American Woolen 
stockholders. Agreement in principle was finally reached on Novem- 
ber 17, 1954. 

Under the final proposed terms Textron, Inc. holders were to receive 
one share of Textron American, Inc. for each share of Textron, Inc. 
Robbins and American Woolen holders were to participate as follows: 


Terms of merger } 
American Woolen: 


$4 pr. of preference.-_----__--- $105 principal amount 15 year 5 percent 
debentures. 
7 percent preferred__- ..__-_ --- $120 princip:| amount of the same 
1 share common..___.._._-.- 2 shares common 
Robbins Mills: 
4% percent preferred. - - - - ..-. 2 shares $12.5 convertible preferred 
RR ae ieee ae 1 share common 


1 Three textile concerns set merger terms. New York Times, Dec. 17, 1954, p. 47. 


% Fortune, April 1955, Op. cit. p. 138. 
Through a Stone Wall. Time, February 28, 1955, p. 76. 
8% Fortune, April 1955, op. cit., p. 164. 
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Two-thirds of the stockholders of each ctmenly had to give approval 
before the merger finally took place. At this point Mr. Little pre- 
sented his case to the stockholders: 


Mr. Little noted that Textron American would have the benefit of the tax loss 
carryovers of the merged companies, which aggregate about $30 million. He 
added that there would be an additional loss carryover of $7 million from sale of 
American Woolen properties, and therefore a total of $37 million would be avail- 
able to offset future earnings for income tax pu . Of the $30 million tax loss 
carryover $200,000 will expire in 1956, $14,250,000 in 1957, and $15,600,000 in 
1958, unless sooner offset by earnings.” 


Over 70 percent of each of 9 classes of stock in the 3 companies had 
voted approval by February. Textron American, Ine. actually be- 
came an entity on February 24, 1955. 

The size of Textron American, Inc., began at $151 million in 
assets, 43 textile and other plants, and 13,600 workers. The officers 
of the new corporation were: Chairman, Royal Little; president, 
Robert L. Huffines, Jr.; chairman executive committee, Joseph B. Ely. 

Previously Mr. Little had organized the Amerotron Corp. sales and 
management company for the textile side of the corporation’s ac- 
tivities. The extent of textile diversification is indicated by the 
following item in the New York Times: 


The Amerotron Corp. sales and management company * * * opened yester- 
day a 2-day trade showing of fabrics for the 3 companies in the Plaza Hotel. 

The lines, consisting of finished wool, worsted, and blended fabrics from Ameri- 
can Woolen and Robbins and synthetics and cottons from Textron, were de- 
cribed by Amerotron as the most extensive ever shown by a single selling agency. 
There were more than 60 ranges in wool, worsted, and blended lines, and fabrics 
representing more than 25 basic gray-goods constructions produced by Textron.” 


The advantages of the merger from a textile operating point of 
view were summed by Fortune as follows: 


1. Diversification.—Textron American’s use of all the major natura! and 
synthetic fibers will make it less vulnerable to sour markets in any one of them. 

2. Working capital.—Should be more than ample, owing to American Woolen’s 
quick assets. 

3. Plant.—Textron’s and Robbins’ modern Southern pla: ts will permit scrap- 
ping American Woolen’s worst New England mills. 

4. Management.—Textron’s management, while not ranking with the indvse- 
try’s best, is certainly an improvement over the management of Robbins and 
American Woolen in recent years. 

Little’s goal for Textron American in 1956 is a volume of $300 million, half in 
and half outside of textiles; on this he hopes to make 5 and 10 percent, respec- 
tively, or $22,500,000 before taxes (nonexistent in this case). o achieve this 
he plans to set up Amerotron as his textile operating subsidiary and limit it to 
$20 milhon working capital; factor his textile sales through Amwool; and buy 
nontextile operations with the remaining $29 million of surplus cash. 


The new president, Mr. Huffines issued a statement from his New 
York City office: 


This is a natural. American Woolen has the cash and can’t use it effectively. 
Robbins has the plants. Textron has the plants and the management. Together, 
the three will make a complete textile line, yearround, with a lot more stream- 
lined organization at the top.” 


Royal Little’s plan to diversify further into the nontextile field 


took further shape during the first half of 1955. After failing in an 
attempt to purchase Brown & Bigelow, a calendar firm, Textron 


%® Three textile makers set merger votes. New York Times, January 7, 1955, p. 29. 
60 Amerotron opens show. New York Times, January 21, 1955, p. 31. 

*! Fortune, April 1955, op. cit., p. 171. 

® Can Three tous Make a Winner? Business Week, December 4, 1954, p. 91. 
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went on to acquire the Home Life Corp. of Connecticut, and for $18 
million, the overseas cable system of Western Union Telegraph Co. 
In June announcement was made of plans to build a new 400,000 

uare foot woolen mill in Barnwell, S. C. In a sense, the fact that 

ew Englander Royal Little found it advisable to close the Massa- 
chusetts woolen mills of American Woolen and build from scratch in 
South Carolina typified the trend of which Prof. Seymour Harris 
writes in the statement included with this report. 

At the annual meeting Mr. Little reported that Textron American 
had earned $1,660,000 during the first quarter of 1955. He was 
confident that the company would continue in the black. He added 
that the company is actively negotiating with 19 nontextile firms, 
looking toward acquisition, ‘Steps are also being taken to reorganize 
the textile operations to put them on a profitable basis. 

If all Textron American textile plants, scheduled for liquidation are sold ‘at the 
prices currently anticipated, the company will be able to carry forward a total of 
$50 million of losses to offset income taxes, * * * Mr. Little disclosed. 

Mr. Little issued a statement in May 1955, showing that the former 
American Woolen units lost $445,000 in March, compared with losses 
of about $1 million a month last fall, while Robbins units lost $206,000 
in March, compared with a total of $7 million in 1954. 

Table 18 gives the statistics of the mergers resulting in Textron 
American, Inc. 


TaBLe 18.—Tezxtron Inc., American Woolen Co., and Robbins Mills: Selected 
financial statistics before and after merger ! 


[Dollar figures in thousands] 














] j | 
| Period covered > Plant and 
Net income Long- 
: (for year To | equipment Total 
Company ended or _| Net sales ~ after de- yo assets 
as of —) sot) | — preciation e 
wet ick ala i Ee ese nailed gated 
Robbins Mills, Inc. _.........---  ieov. Sa tans | Nov. 30,1953 | $60,690} 2% ($2,996)/ $31, 114 ao $62, 583. 
| Nov. 28,1954 | 49,364 23 (7, 250)| (4) (*) (®) 
American Woolen Co-..........-- Dec. 31, 1953 73, 494 2 (9, 477)) 25, 663 None 80, 682 
Jan. 2,1955 | $28,191 2 (11,817) (4) (4) () 
Textron, Inc.......... datbdicdeend Jan. 2, 1954 71,017 2 (195) 28, 272 $769 56, 855 
Jan. 1,1955 99, 717 1, 25, 97! 3, 956 72, 862 
Textron American, Inc--...-.-.--- On. Da Gees Weck. cds be. 59, 666 32, 927 151, 148 
(See footnote !). | | | 





i Eee 3 companies merged Feb. 24, 1955, under name of Textron American, Inc. 
2 Deficit. 

3 Before $7 million provision for loss on disposal of mill property. 

4 Not available. 

$ In 1951 sales reached a peak of $253,333,650. 


Sources: Moody’s Investors Service. Moody’s Industrial Manual 1954. Standard & Poor’s Corp. 
Standard Corporation Descriptions and Current News Edition. 

Compiled by Hamilton D. Gewehr, Economics Division, Legislative Reference Service, Library of 
Congress. 


Other teatile mergers 

While Burlington and Textron mergers have commanded the most 
attention in the textile field they are by no means the only companies 
which have been involved in substantial merger activity. 

One of these companies is M. Lowenstein & Sons. The acquisitions. 
of Lowenstein represent backward vertical integration. Table 19 in- 
dicates their successive acquisitions. 
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TaBLe 19.—M. Lowenstein & Sons, Inc.: Selected data on financial statistics and 
mergers and acquisitions, 1946-54 


(Dollar figures in thousands] 


Net Plant and 


i 
Al 


Period covered (for Net Total Mergers or acquisitions 
sales during period 


Huntsville Manufacturing Co.; Orr 
oo Entwistle Manufacturing 


Hamrick Mills; Limestone Mills. 
Lane Cotton Mills Co, 


HSRBNEZ 
Sheeue% 


1 Before reserve for tingencies of ; $4 million in 1947 and $2.5 million in 1948. 
2 On May 9, 1955, M. Lowenstein & Sons, Inc., announced the acquisition of Atkinson Wade & Co., Inc., 
converter of upholstery, drapery, curtain and slip cover fabrics. 


Sources: Moody’s Investors Service. Moody’s Industrial Manual, Standard & Poor's Corp. Standard 
Corp. Records, Charen News Edition, 


5 


Compiled by Hamilton D. Gewehr, Economics Division, Legislative Reference Service, Library of 


The most recent purchase of Lowenstein has been that of A. Atkinson 
Wade & Co., a converter of upholstery, drapery, curtain, and 
slipcover fabrics, announced by board chairman Leon Lowenstein,” 

Other recent mergers in the textile field include: 


Acquiring firms Acquired firms 
Botany Mills, Inc Gastonia Yarn Corp., Jewel Cotton 
Mills, Irene Mills, Inc., Gurney 
Manufacturing Co. 
Chadbourn Hosiery Mills, Inc Shannon Hosiery Miils, Inc. 


These acquisitions and others indicate that the merger movement 
is continuing with no noticeable signs of diminution. 


Agency investigation 

While no formal charges of antitrust violation have been made by 
the Federal Trade Commission or the Department of Justice the inter- 
est of these agencies is indicated by the following letter as well as the 
recent FTC Report on Mergers. 


DEPARTMENT OF JUSTICE, 
Washington, May 26, 19565. 
Hon, Emanvuet CELueEr, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 
Dear ConGressMAN CeLuEr: This is in reply to your letter of May 17, 1955, 
uesting information concerning certain mergers in the textile field. 
his office made a detailed study of the merger which resulted in the 
formation of Textron American, Inc. It was our decision, based upon the infor- 
mation available, that the filing of a suit would not be warranted. However, 
we are continuing to watch and study mergers involving this company. For 
example, Standard Corporation Records for May 17, 1955, indicated that discus- 
sions were being held toward a possible merger of Textron American, Inc., with 
Brown & Bigelow, a calendar manufacturer. This icular matter is at the 
present time receiving preliminary attention by this office. We have as yet 
reached no decision as to what action, if any, should be taken with respect to it. 
You also inquired concerning possible recent acquisitions of M. Lowenstein & 
Sons, Inc., and Burlington Mills. Our records based on a report in Standard 
Corporation Records of May 10, 1955, indicate that the most recent acquisition 


*: Lowenstein buys fabrics company. New York Times, May 10, 1955, p. 38. 








32 THE MERGER MOVEMENT IN THE TEXTILE INDUSTRY 


by Lowenstein was the Atkinson Wade & Co., Inc., a converter of upholstery, 
drapery, curtain, and slip eeyer fabrics. Our consideration of this acquisition. is 
still in the preliminary stage and we are not able to say what action, if any, will 
be taken. The only other acquisition by Lowenstein which might be considered 
“recent”? was a stock acquisition in Wamsutta Mills in August of 1954: Our 
staff recommended, after preliminary study of the matter, that no further action 
by this Department should be taken. 
Our records reflect that the Federal Trade Commission has under study recent 
acquisitions by Burlington Mills. 
Sincerely yours, 
STANLEY N. BARNEs, 
Assistant Attorney General. 


Mill closings 

One result of many mergers has been the closing of mills formerly 
belonging to the acquired company. This has resulted many times 
in acute hardship to mill employees and to the communities in which 
the mills are located.. The most severe criticism of the textile merger 
movement has resulted from the fact of mill closings. 

Two opposed points of view are observable in this regard. Officials 
of the acquiring companies often maintain that the mills which were 
absorbed would have been closed in any case due to the faltering con- 
dition of the acquired company. 

The opposing point of view is more inclined to find that the merger 
movement, if not the actual cause, has significantly accelerated the 
mill liquidations. This is the position taken by Professor Harris. 

One of the statements made on the question can be found in the 
Congressional Record of July 6, 1955, in which Massachusetts Con- 
gressman Lane states as follows: 

The human loss and suffering can never be charted. 

In mary-instances, the closed’ mills were*the eeonomic heart of the communities. 
Local governments, jobs, stores, professions, services, and churches, depended 
upon them for income. 

Closed mills, runaway mills, merged mills * * * failing or evading their 
trusteeship in the public interest * * * abandoned the people who had worked 
for them so long and faithfully. 

For thousands of displaced workers there are no jobs of any kind. 

One of the most recent casuelties was the one-industry city of Sanford, Maine 


(population 15,000) that lost 3,000 jobs when the textile firm of Goodall-Sanford 
folded.“ 


There can be little disagreement as to the fact of real damage. 
In a public statement Mr. Solomon Barkin of the TWU gave the 
following information: 


The mill closings have been of quite substantial numbers. In the divisions we 
have been studying, a total of at least 541 mills, providing normal employment for 
147,000 persons, have been liquidated in the postwar years, distributed as follows 
among the various divisions: 248 mills employing 65,800 persons in the cotton- 
rayon division; 218 mills employing 70,000 in the woolen and worsted industry, 
and 75 mills employing 11,350 in the dyeing and finishing industry.® 


Mr. Barkin goes on to indict the merger promoters in the following 
terms: 


Textile chains have remained fundamentally complacent about the problems 
in our industry; they have been satisfied to see their industry finances strengthened, 
irrespective of the cost to the Federal Treasury. They have proceeded from one 
merger to another, bringing ruin in their wake, but indifferent to their responsi- 
bilities as trustees of American wealth and enterprise.” 


% Lane, Thomas J. Op. cit., A4918. 

65 Barkin, Solomon, director of research of Textile Workers Union of America, CIO, Statement to the 
Senate Committee on the Judiciary Subcommittee on Antitrust and Monopoly, I-No. 183-8-June 29, 195 
p. 10. 

 Thid. p. 3. 
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A typical answer to the charges of indifference to the hardship 
caused by mill shutdowns was made by President Love of Burlington 
in the following statement: 

We purchased (Goodall) * * * after the management was losing money very 
heavily and * * * had started to liquidate.” 

Which of the merged and closed mills could have been successfully 

operated and which would have had to close eventually in any event is 
a problem which would involve an exhaustive case-by-case analysis. 

Suffice it to say that the hardship often resulting from the merger- 
liquidation process adds further reason to erect adequate barriers to 
merger activity tending to lessen competition. 


REASONS CONTRIBUTING TO TEXTILE MERGER 


The previous study has suggested a number of the underlying causes 
or reasons for mergers in the textile industry. Four of the more 
significant seem to be: 

(1) Diversification 

(2) Salvage 

(3) Tax savings and speculation 

(4) Elimination of competition 
Diversification 

The most obvious means for. a textile company to protect itself 
against the vagaries of the textile market is to establish a complete 
line of textile products. With this kind of organization the loss 
oceasioned by a decline in the market for one type of textile may be 
counterbalanced by an increased market in another line. It is also 
true that it is much more economical to round out the diversification 
of a firm by acquiring already organized units. The skills, capital 
equipment, teamwork, and market are established. To start from 
scratch in a new line would be much more expensive and time con- 
suming. It would also mean setting up another competing unit in 
an industry already thought to be overcompetitive. 

The prime case where a perfectly healthy and effective company was 
acquired for reasons of diversification has previously been mentioned, 
the acquisition of Pacific by Burlington. 

Fortune considers diversification to be the primary factor: 

The textile industry is one of the few in which a good little company can beat 
a good big company any day, provided both produce the same type of fabric. 
The big company’s only advantage is its ability to diversify into several kinds of 
fabrics,® 
Salvage 

Mergers undertaken as salvage operations are not uncommon in as 
volatile an industry as textiles. In these cases a company which is 
erperctty heading for insolvency is absorbed by a stronger company. 

his motive for merger is well recognized. It provides a means 
whereby something can be salvaged of the faltering company. The 
total loss that is often suffered by stockholders in receiverships or 
bankruptcies is thus avoided. 

Atother gain is the fact that not uncommonly a certain portion of 


the acquired firm’s mills and operations will be continued. This 
avoids the economic and human loss contingent on mill closings. 


‘7 U. 8S. Congress, Senate, Committee on the Judiciary, op cit., p. 1520. 
** Fortune, December 1954, op cit. p. 154. 
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The mergers which do, in fact, amount to salvage operations pre- 
sent the least problem from the antitrust point of view. If a company 
is heading for bankruptcy its absorption is not considered to eliminate 
competition.” By the conditions stated, it had already been poten- 
tially eliminated as a competitive factor. Through its position in the 
new company the acquired organization presumably may again be- 
come a competitive factor as to all firms except the acquiring firm. 


Tax savings and speculators 


It is generally considered desirable from a business point of view for 
a company to diversify to achieve a certain amount of stability. Few 
will discount the value of the merger as a bona fide salvage operation. 

There is an area, however, where other factors than such legitimate 
business purposes as the two just mentioned tend to loom rather large. 
This is the case where a company which is not headed for bankrupte 
happens to have sustained losses or to have assets the value of whic 
are substantially in excess of the market value of its stock. 

In this latter case the door is open for the speculator to buy up the 
company merely to liquidate it and pay low capital gains tax rates. 
Probably the most effective tax-saving feature today is the fact that 
if a loss company merges with a company enjoying profit the previous 
losses may be credited against profits in the merged company for at 
least 2 years. This tax loss carryover feature, as has been noted, was 
one of the key considerations leading to the formation of Textron 
American. 


Other factors 


Without attempting to exhaust the possible motives for mergers 
there are others which should be mentioned. 

One factor often involved is the simple wish to grow bigger and more 
important. 

Another factor especially important in the textile industry is the 
attempt to come into closer contact with the industry’s ultimate 
market. This motive is present where producing companies acquire 
converting or selling companies. 

The acquired companies often have other special assets which make 
the acquisition more desirable. This might be cash in the bank, an 
established trade name or special techniques. 


The TWU summarized the reasons for mergers in the following 
statement: 


The current mergers are being encouraged by our tax laws. Mills which have 
incurred losses have been bought by profitable corporations in order to use these 
losses to offset their own profits and therefore escape substantial Federal taxes. 
Already several companies boast of substantial tax savings through such acquisi- 
tions. Other companies have been acquired because of the desire to diversify 
operations. More and more mill organizations have undertaken to pennies 
fabrics of diverse fibers. The shaky financial position of many woolen and 
worsted organizations made them attractive targets for such mergers. Other 
companies have undertaken to diversify their operations by acquiring factoring 
organizations so that their integration extends from the manufacture of yarn to 
weaving cloth, to finishing, to converting, to selling and financing their sales. 
In some instances the companies actually produce and sell finished consumer 
articles. The diversification has extended beyond the acquisition of woolen plants 
as companies have purchased finishing operations or competitive units. Several 
mills with selling houses have bought organizations to broaden the range of goods 
sold by their selling houses. Other mills have been purchased to acquire the 
prestige of one or another label.” 


6 See “International Shoe Co. v. Federal Trade Comission’’ (280 U. 8. 291 (1931)). 
” Textile Workers Union of America, research department, Textile Mergers, (I-183 E 31155.) 
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Elimination of competition 

One of the factors which is involved in the merger picture is the 
desire to eliminate a competitor from competition. Phis factor is 
hardly ever mentioned by the promoters as a given merger, which 
can always be explained on other grounds, but it would be naive to 
suppose that this factor did not exist. 

he degree that this factor works to bring about specific mergers 

would be difficult to determine even by the parties involved. From 
the point of view of legislation this motive cannot be ignored. 


CONCLUSIONS 


The conclusion which this review indicates is that the textile indus- 
try is in a state of transition. Several years ago the industry could 
be described as unconcentrated and highly competitive. By a process 
of painful liquidations and mergers the industry is becoming increas- 
ingly concentrated. This is apparent from the emergence of a small 

roup of large firms employing an increasing percentage of the workers 
in the industry. These large firms are sharply differentiated from the 
smaller firms which make up the balance of the industry. The diver- 
sification, size, advertising and selling potential in addition to finan- 
cial resources give a distinct advantage to these larger firms. These 
advantages present the threat of further concentration in the future. 
If continued unabated, increasing concentration will likely result in 
substantial future antitrust problems in the textile industry. 

Then, too, several of the more important mergers in the industry 
may involve a violation of the Celler-Kefauver Antimerger Act of 1950 
as tending substantially to lessen competition. Expeditious consider- 
ation by the Department of Justice and the Federal Trade Commis- 
sion is necessary in this connection. 

The basic fact to be gleaned from a review of textile merger activity 
at this time is that the industry is approaching the point where 
dominance by a few firms may replace the highly competitive situa- 
tion previously existing. Moreover, the textile merger wave presents 
an excellent case study of the powerful role played by tax considera- 
tions. If it is desirable to control the tide of mergers in textiles, the 
next question to be answered is whether these mergers should be 
further subsidized by the tax laws. 





Exuisir 1 


Harvarp UNIVERSITY, 
GrapvuaTE ScHoout or Pusutc ADMINISTRATION, 
Cambridge, Mass., June 30, 1955. 
Hon. EMANveL CELLER, 
Chairman, Committee on the Judiciary, 
United States Congress, Washington, D. C. 

Dear ConcressMAN CELLER: I enclose a copy of my statement on mergers 
in the textile industry. 1 emphasize especially the effects of the merger move- 
ment on the migration of the industry to the South and the birth of ghost towns 
in the North. v7 is a striking fact that Lawrence has had 20 percent unemploy- 
ment for a period of 2 years now. These ‘cts of the merger movement have 
been given virtually no attention and certainly not in the last two reports of the 
Federal Trade Commission. 

Sincerely yours, 
Seymour E. Harris. 
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New ENGLAND GOvERNORS’ TEXTILE COMMITTEE, 
Cambridge, Mass., June 28, 1956. 
In re mergers in textiles. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
United Staies Congress, Washington, D. C. 

Dear ConGRESSMAN CELLER: In response to your invitation, I submit a state- 
ment on behalf of the New England Governors’ Textile Committee on the postwar 
merger movement in textiles. 

I should like to emphasize the following points: 

Concentration.—Although the textile industry is still an industry with many 
firms, it is much less like the classical model of a competitive industry than it 
was before the war. One concern now controls more than 3 percent of total 
sales; 8 control 15 percent; and 23, 23 percent of sales. In markets for particular 
items, the control of an individual firm is much greater than is suggested by the 
above figures. 

Mergers and regional migrations.—One aspect of the merger movement has 
received no attention in the two postwar reports of the Federal Trade Commission, 
and in fact nowhere else. That is the contribution of the merger movement 
toward the displacement of the textile industry in the North and its migration 
to the South. It is primarily firms operating in the South which aequire northern 
plants. Most of the northern plants are shut down and the plants and machinery 
auctioned off, part of the latter moved to the South. (Some crude estimates of 
disposal of machinery are presented.) 

fergers, taxes, and other Federal policies.—We stress the point that the merger 
movement accelerates the shift of industry from North to South; that this shift, 
partly related to genuine advantages of the South, also feeds on low-wage stand- 
ards, strong antitrade unionism, low standards of social security, large inflows 
of Federal cash (in 17 years 3 large New England States received back only one- 
third as much relative to what was put into the Federal coffers as 5 industrial 
Southern States), and other Federal favors. In other words, the merger move- 
ment capitalizes on artificially induced advantages for some regions as well as 
on other advantages. 

Of special significance is the impetus given to the merger movement by our 
tax system. In textiles this is a matter of greater importance than in any other 
major industry. Losses are serious in textiles over the years and especially during 
the low points of the 2-year textile cycle; and in the last few years, many of the 
major woolen firms have experienced large and steady losses. Under these con- 
ditions the textile mills operating primarily in the South find it profitable to 
absorb the Northern units. The prices or the value of the assets reflect loss 
financing, not the potential value of these assets as later offsets against profits 
reported for taxes of textile firms experiencing large profits. Hence the equities 
or assets are available at very favorable prices for those firms which seek avoidance 
of taxes by acquiring plants or firms suffering large losses. There is clearly 
something wrong with a tax system which encourages such noneconomic move- 
ments of industry. 

A leading textile editor reports that the fortunate holder of American Woolen 
stock prior to the recent merger of Textron and American now holds stock worth 
$36, whereas previously it sold only for $14; and similar estimates are made for 
stock of another absorbed firm. At the same time these results follow even 
though 8 million square feet of plant of American Woolen are sold at 25 cents 
per square foot, space that could be replaced only at ten to twelve dollars per 
square foot. 

Merger and community interest.—The acquiring firms show little interest in the 
workers who are tied to a particular plant or town. At one stroke Burlington 
Mills closed the Goodall-Sanford plant at Sanford, Maine, and 4,500 jobs are gone; 
the woolen companies close down 3 plants in Lawrence and 7,500 jobs disappear 
and Lawrence, in the midst of a great boom, shows a record 20 percent of unem- 
ployment over 2 years. It is not true, as one distinguished editor says, that the 
jobs lost here are recouped in the South. What really happens is that the jobs dis- 
appear here and a corresponding additional number of jobs are not found in the 
South. At any rate, with numerous mergers the pace of decline is greatly acceler- 
ated—with 100,000 jobs disappearing in cotton and synthetics in New England 
in a period of but 3% years. This dizzy pace is tied to the merger movement. 
Had the loss of jobs been slowed down, then the transaction would have been 
greatly eased. 
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Northern capital cooperates with southern communities.—It is an interesting com- 
mentary of recent economic history that much of the capita! to finance the mergers 
comes from the Northeast. This theory is supported by the statistics on changes 
in ownership of plants, both North and South. Whereas the South purchases few 
of the northern mills involved in transfers, the northern interests buy a very large 
proportion of the plants transferred in the South. Hence it should be concluded 
that northern capital accelerates the migration to the South and the accompany - 
ing advance of the merger movement. In other words, northern financial inter- 
ests, in cooperation with southern communities, and rather calloused to the inter- 
ests of northern communities and labor, push investments in textiles where exploit - 
ation of low-wage standards, regressive taxes, and Federal aid can be exploited. 

Gains of the South since 1939 reflect lower costs; and the reduced costs and in- 
creased sales mean larger profits and the attraction of the new group of financial 
intermediaries who seek to bring together the sellers and buyers of existing firms. 
The higher profits of the South are reflected not in a higher ratio of profits to sales 
but rather higher profits in relation to capital, in turn related to a higher propor- 
tion of business to capital and lower unit costs 

Reconsideration of Federal policies.—Surely there is a strong case for revisions 
of our tax laws which encourage mergers that do not yield gains for one region 
commensurate with the losses of another. Surely, a reexamination is needed 
of the Federal policies which advantage one region at the expense of another and 
excessively stimulate the merger movement. We should reconsider Federal tax 
and spending policies, minimum-wage legislation inclusive of Walsh-Healey, the 
present social-security program which favors the South, the labor legislation 
insofar as it encourages right-to-work laws, largely in vogue in the South, ete. 

Sincerely yours, 
Seymour E. Harnris, Chairman. 


Tue Mercer MoveMeENT IN TEXTILES 


1. Trends in mergers 


In textiles, the merger movement has been proceeding at a marked rate. Thus 
from 1948 to 1954, 74 textile and apparel firms acquired 117 firms, the sixth high- 
est number of acquisitions among 20 industries. The Burlington Mills Corp., with 
$382.5 million of assets, was 6th of all corporations in the number of acquisitions 
(12), and Textron, Inc., 16th, with 7 scditieltiona. Relatively to 1940-47 the merger 
movement was not quite so rapid in 1948-54; but in textiles and apparels the 
relative rate in the later years was greater than in all manufacturing and mining 
concerns. In general, the acquiring concern in textiles and apparel was larger 
than in all industries: 37.6 percent of all acquiring firms had assets of $50 million 
and over as against 29.4 percent for acquiring firms with assets of $50 million or 
over for all industries.' 

In an earlier study, the FTC had estimated that from 1940 to 1947, 60 percent 
of 154 mergers and acquisitions in textiles and apparels were horizontal and more 
than 30 percent vertical, the remainder being conglomerate. These integrations 
were backward (e. g., Lowenstein & Sons, a converter, acquired production facili- 
ties) and forward (Burlington Mills, a gray-goods manufacturer, moved into the 
finishing field) .? 


2. Why mergers? 


In textiles, as in other fields, the justification for mergers has been larger capacity 
to supply old markets, lengthened product lines, diversification, facilities to suppl 
oe formerly purchased, some type of facilities in market not previously served, 

acilities to process or distribute goods formerly sold. These are the major items 
listed by the FTC for all industries, and textile firms have also supported these 
reasons. 

“At the beginning of 1951, Burlington Industries, Inc., was the leading pro- 
ducer of hosiery and of broadwoven fabrics of synthetic fibers or mixtures of 
synthetic and natural fibers. It was integrated from the acquisition of the raw 

ber to sale of the finished hosiery or fabric, although fabrics were also sold in 
the ere . Burlington subsequently acquired 2 small. finishers, a small 
manu rer of rayon fabrics, a converter, and 2 hosiery mi'ls. Of larger 

1 Federal Trade Commission, Report on Corporate Mergers and Acquisitions, May 1955, pp. 26-36. 

2 Report of the Federal Trade Commission on the Merger Movement, a Sum Report, 1948, pp. 31, 
54-56, and also see J. W. Markham, Integration in the Textile Industry, Harvard B Review, January 


1950, R 80. 
» FTC Report, 1955, p. 51. 
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size were the acquisition of Peerless Woolen Mills, which manufactured wool 
suitings, automotive fabrics and blankets; the closely associated Peerless Tex- 
tiles, Inc., which manufactured blankets; Pacific Mills, which manufactured 
sheets and pillowcases, percales, shirtings, automobile fabrics and apparel 
fabrics of wool, synthetic fiber and blends of wool and synthetic fiber; and Goodall- 
Sanford, Inc., which manufactured plastic fabrics, Palm Beach suitings and 
men’s suits.””* Burlington’s moves were on both a horizontal and vertical 
basis. By the end of 1953, Burlington had 76 textile plants in 46 cities.‘ 

In the Berkshire-Hathaway merger in New England in 1955, Berkshire with 
large liquid resources combined with Hathaway in possession of a splendid up- 
to-date plant. “Substantial operating economies are expected to be realized 
by the combination, particularly in the purchases of raw materials, in the con- 
sideration of administration and sales offices and in manufacturing operations.” 
The company would have a net worth of more than $53 million and a working 
capital of about $33.7 million.’ Although the statement is not made in the pros- 
pectus, surely the low costs of operation in the South had something to do with 
this merger. The chances of survival were increased. 


3. Tax savings 


Unfortunately the FTC report says nothing about the special regional problems 
raised by mergers in the textile industry. Indeed, it comments on the important 
part played by potential tax savings, which apply to textiles as well as to other 
industries—perhaps more in textiles since so many of the absorbed units are in 
the Northeast where they have been experiencing losses in recent years. The 
acquiring concern purchases the weakened member in the North and applies 
losses of the acquired concern to offset gains in the profitable units. Since the 
value of the equities reflects losses and not the tax savings for potential buyers 
of the weak firms, it is obvious that.the stock or the assets of the unprofitable 
firm can be had cheaply. In many instances, stocks are depressed below the 
liquidation value of the unit and hence even if liquidated the purchase of the 
tottering firm becomes profitable. 

These are, of course, not the only tax gains to be had. Sellers of properties 
may profit from assessments under the low capital gains taxes rather than higher 
income taxes when profits are to be had; and there are other tax gains to be had.® 


4. Mergers and jobs 

These merger movements are of special interest to the North and to New 
England in particular. The Federal Trade Commission fails to dwell upon the 
important regional and employment problems involved. From 1946 to 1954, 
236 textile mills were liquidated in New England and 287 in the Middle Atlantic 
States. The numbers of resultant textile jobs lost were 91,835 in New England 
(48,000 in Massachusetts, 19,000 in Rhode Island, 8,000 in Connecticut, 7,000 in 
New Hampshire, 6,000 in Maine, and 4,000 in Vermont) and 51,245 jobs in the 
Middle Atlantic States (25,000 in Pennsylvania, 19,000 in New York, and 7,000 
in New Jersey). Incidentally, New England lost in cottons and synthetics alone 
107,000 jobs from 1951 to 1954, and many additional jobs in woolens. These 
latter losses relate to the effects of mergers and other causes. The largest losses 
resulting from mergers occurred in years of textile depression: 31,000 jobs in 
1952 (36,000 in 1946-49, inclusive) and 35,000 in 1954. 


5. Liquidation and machinery 


What generally happens as a result of a merger is that the plant in the North 
is shut down and its machinery sold. How much of the machinery finds its way 
to the South is not at all clear; for all the information frequently available is that 
the machinery (and also buildings) are auctioned, and frequently to the Crescent 
Corp., which deals in old machinery. From a survey of 106 New England plants 
which were liquidated in the years 1946—54, I find that in 2 instances the machinery 
was sold to other firms, 9 firms moved into New England and at least temporarily 
operated the machinery, 3 firms sold machinery to southern firms, 11 firms either 
definitely took the machinery South or did not sell it while their southern plants 
were expanding or moved South (with no mention of selling), 4 sold to firms outside 
of the area (e. g., to China), 75 did not reveal what ultimately happened to ma- 
chinery though much of the machinery was auctioned and may well have ultimately 
been moved to the South. In general, the conclusion seems to be that liquidation 


4 Ibid., p. 58. 
6‘ Hathaway Manufacturing Co: Explanatory Statement for Special Meeting of Stockholders, March 11, 
955 


1955. 
* See especially Butters, Lintner, et al., Effects of Taxation on Corporate Mergers, 1951, 
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was gene acco ied by shutdowns and sales of pashinery, often to the 
Sout directly or in y.’ In general, the process seems to a shutdown 
plant rather than a migration southward. Thus, of 236 mergers listed, mention 
of migration is made only in 24 instances. 

6. The gains of southern textiles and migration 

In textiles the pore movement is closely tied to that of the textile industry 
southward. Briefly explanation of this movement lies in year advantages of 
the southern economy: large supplies of labor off the farms, failure of unions 
to make the headway they have made in the North, greater cooperation between 
capital and labor in the South, proximity to raw materials and markets, a deter- 
mination of all interested to win the industry, the advantages of a new industrial 
area in capacity to adapt size of plant, machinery and methods to the needs of the 
current market. But also relevant are special favors from the Federal Govern- 
ment associated with strong political influence of the South, inclusive of a large 
net expenditure by the Federal Government, tax favors, and a tendency to reduce 
standards under Federal social-security programs. Over a period of 17 years, 
3 large New England States on a pay versus receipt basis received back only 34 
percent for every dollar paid into Federal Treasury.* 

There is much evidence also that the Northeast largely finances these mergers 
which result in the march of industry to the South. is conclusion is, for ex- 
ample, supported by the fact that in the years 1943-52 80 percent of the plants, 
78 percent of the spindles, and 87 percent of the looms of 112 New England plants 
transferred were sold to New England concerns and 15, 19, and 10 percent, re- 
spectively, to other northern firms. Southern purchases were negligible. But of 
287 southern plants sold, 10 percent were sold to New England concerns and 36 
percent to other northern concerns. Northern purchases of southern equipment 
were even greater relatively.® 

What is especially relevant is the fact that many of these mergers close down 
mills and often mill towns and hence take away jobs from experienced textile 
workers who, only after much difficulty if at all, find new jobs; and often the jobs 
are less satisfactory than they were before.” 

In the early postwar, Textron purchased some mills and then closed them down 
in Nashua, N. H., with the result that a substantial town lost its major source of 
employment. It was also revealed that, through an abuse of tax legislation, Mr. 
Little had obtained the casn to purchase these mills." 

With wage rates much lower in the South (in April 1954, hourly wages in manu- 
facturing were $1.63 in the United States, $1.88 in the Middle West, $1.67 in 
New England, and $1.36 in the South), and other costs frequently lower, there 
was @ great temptation to move industry to the South. Indeed, the wage differ- 
ences were substantially less than 19 percent (southern wages were 19 percent 
below the national average), when comparison is made for similar industries and 
similar workers. But there are still substantial differences even when allowance 
is made for these factors." 

With wages and other costs substantially lower in the South, the merger move- 
ment in textiles tends to gain strength. Textile wages in New England are 
substantially higher than in the South, and wages in most other census industries 
in New England are below the national level. Under these circumstances textile 
mills primarily operating in the South tend to purchase northern units. Their 
objectives, among others, may be to obtain machinery cheap, to reduce their tax 
liabilities by taking on firms with losses, to capture the markets or take over the 
brands of the northern firm, and frequently to learn the techniques of northern 
management. They also frequently complain of the activities of trade unions 
which they find less objectionable or less pervasive in the South. Representatives 


? This analysis is based on raw material kindly put at my disposal by Solomon Barkin, of the TWA 
Research De t. 


§ These have been fully explored in Re of the New —— Textile Industry by Committee Ap- 
ted by the Conference of New England Govern: and 8. E. Harris, Economics of New England, 
1; also, statement by 8. E. Harris, chairman of the New Governors’ Committee on the Textile 
‘ Senate Labor and Welfare Committee, May 11, 1955 (Amendments to the Fair Labor 
Standards Act of 1938), 1955, especially III, pp. 1443-1446. 
* Com from aoe ews Record vison’s Textile Blue Book. 
10 See W. H. Miernyk for the losses suffered by these workers: Inter-Industry Labor Mobility: The Case 
of the Displaced Textile Worker, Boston, Mass., 1954. 
ll See ouety Hi of Subcommittee of Interstate and Foreign Commerce on Investigation of 
Closing of Nashua, N. H., Mills and 0 m of Textron, 1948. 
12 See especially Bureau of Labor 8 ‘ies, Wage Distribution for Factory phe eng ow me 1954; F. A. 
Wages to nal Differences in Per Capita me, Review of 
Economies and Statistics, February 1951, p. 143; and E. Mansfield, Wage Differen in the Cotton Textile 
Industry, 1932-52, Review of Economics and Statistics, February 1955, p. 81. 
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of the Textile Workers’ Union claim that the larger units more easily eontend with 
nascent trade unionism." 


~ 


7. The threat to woolens in the North 

Until the last few years cottons and rayons attracted the attention of those 
bent on. mergers. But recently woolens and worsteds have come to the fore. 
In woolens and worsteds over a period of about 30 years (1919-47) New England 
had maintained about 60 percent of national employment. But the emergefice 
and development of the manmade fibers threatens the market for woclens, and 
other regions begin to challenge the invulnerability of the Northeast in woolens 
and worsteds. 

The history of the American Woolen Mills is symptomatic of the difficulties 
faced by woolen and worsted mills in the Northeast. Unfortunately this giant 
has been badly managed in recent years; as exemplified by its tardy espousal of 
manmade fibers, its poor marketing practice, its failure to adapt its technology 
and plants to modern consumer needs and its speculation in raw materials." 
A high official of the woolen industry also insists that management has been bad 
in the industry as a whole—even as the number of broadlooms dropped by 
35 percent in 6 years, of woolen spindles by 40 percent, and worsted spindles by 
45 percent. 


8. Mergers and the interests of the community 


As a result of recent mergers, the effects on employment, loss of acquired skill 
and the like have been serious. Very little regard has been paid to the interests 
of the community and the workers. There has been little attention paid to 
“service” as against profits, about which Fortune is so eloquent. 

Congressman Lane, watching: 3 large’ woolen mills being closed in Lawrence 
with a normal employment of 7,200 and continued unemployment of about 20 
percent in 2 years of great prosperity could say: ‘The textile industry eannot 
escape its moral obligation to the workers who have stood by it in good times 
and bad, investing not merely money, but brain and brawn and skill and faith— 
the essence of their lives—in an enterprise that they believed would never let 
them down abruptly and completely.” ® 


9. Jobs and profits involved in some mergers 


But if little concern was shown for the workers in Nashua, in Lawrenee and in 
5 other cities in 4 States which accounted for 11 mills shut down by American 
Woolen, or by Burlington Mills when it shut down its plant in Sanford, Maine 
(Goodall-Sanford) and which wiped out 4,500 jobs, the stockholders of the ac- 
quiring or acquired firms seemed well satisfied. Textron-American disposed of 
11 mills with 8 million square feet for $2 million, or 25 cents per square foot (the 
replacement value is estimated at $10 and $12 per square foot). Yet the trans- 
action was profitable. According to Mr. Bennett, of the Textile Reporter, the 
holders of American Woolen stock exchanged stock worth $16 for stock worth $36 
currently. (Mr. Bennett could also boast of turning in Goodall-Sanford stock 
purchased at $10 to $15 for $20 and when the prospects of Goodall-Sanford were 
not good.) By May, Textron-American could boast of prospects of net profits 
of $10 million. For March 1955, Mr. Little reported a net of $261,000; but against 
profitable mills yielding $1,206,000, Mr. Little could deduct losses of 2 merged 
firms (American Woolen, with losses of $445,000, and Robbins Mills, $206,000). 
He had reduced losses from an annual average of $12 million and $7 million, 
respectively, in earlier years." 


10. Mergers and the attitude of trade unions 

Undoubtedly a major factor in the merger movement has been the objective 
of shifting production to the low-wage areas of the South. For the most part the 
large mergers, and in particular those in which Textron and Burlington have been 
involved, are attempts to close down mills in the North and operate in the South. 
Often equities are available at prices below the liquidation value of the assets; 
and in addition tax gains are involved. Mr. Love, president of Burlington, ac- 
cording to the Textile Reporter, attacks the trade unions for their adverse effects 
on the industry. 


18 Congressional Record, March 16, 1955, p. A 1803. 

4 See, for example, A Study in Mill Management, Textile Reporter, May 26, 1955. 

’ Tackle Problems, etc., ibid, May 12, 1955. 

16 Congressional Record, February 24, 1955. 

iT See, especially, Textile Reporter, May 12, 1955, May 26, 1955, June 2, 1955, and June 9, 1955; and 
Daily News Record, May 19, 1955. 
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The Textile Workers of America have thus summarized recent events, They 
emphasize especially the increased concentration of the industry, the impersonal 
attitudes of interests foreign to the community in which they absorb units and the 
antilabor attitude of these units. The large consolidating firms operate in the 
South primarily and seek —- labor; but they obtain much of their capita)! from 
the Northeast and even from New England." 

“The current merger movement répresents the second wave of consolidations 
in the textile industry. The first—the major one—occurred during the period 
from 1944 through 1948. It converted an industry of individual small units into 
one of giant corporations. During this period most current big textile organiza- 
tions were created. We have since witnessed further consolidation of these organi- 
zations which have acquired competitive mills and have become more significant 
as other mills have been eliminated through liquidations—approximately 700 
individual] plants employing close to 200,000 persons since the end of the war. 

“The first movement of consolidations was induced by several factors. Cor- 
porations enjoved large profits and employed them for extending control. The 
excess-profits tax law encouraged sales of mills by older owners or estates which 
wanted to leave the business. The low capitalization of the mills made them 
targets for high tax levies. Through sales, the owners could convert their profits 
into capital gains which were taxed at lower rates. The buyers acquired a favor- 
able high tax base for their new properties and were able to pay off the former 
owners from the surpluses accumulated in the acquired companies. Others 
bought mills to acquire fabric sources at a time when textile materials were scarce. 
Selling agents and houses bought mills to assure supplies. Mills bought selling 
houses.to guide their own sales. The huge profits during the war and immediate 
postwar periods favored these mergers. 

“The new wave beginning in 1953 has already gained tremendous sweep. In 
1953, 35 companies were bought, involving 70 plants with some 24,000 workers. 
In 1954, 46 companies involving some 136 plants and employing 42,000 workers 
were bought up or consolidated. Already in 1955 we have records of 18 companies 
with 27 mills employing 9,000 persons which have been consolidated and the 
trade press daily carries stories of additional impending mergers. 

‘The current mergers are being encouraged by our tax laws. Mills which have 
incurred losses have been bought by profitable corporations in order to use these 
losses to offset their own profits and therefore escape substantial Federal taxes. 
Already several companies boast of substantial tax savings through such acquisi- 
tions. Other companies have been acquired because of the desire to diversify 
operations. More and more mill organizations have undertaken to produce 
fabrics of diverse fibers. The shaky financial position of many woolen and worsted 
organizations made them attractive targets for such mergers. Other companies 
have undertaken to diversify their operations by acquiring factoring organizations 
so that their integration extends from the manufacture of yarn to weaving cloth, 
to finishing, to converting, to selling and financing of their sales. * * * 

“These large corporations are beginning to consolidate their controls. They 
are setting up their own internal organizations andsystems. Their preoccupation 
with the financial aspects of their organizations has absorbed their leadership. 
One consequence of these consolidations has been the liquidation of many newly 
acquired plants in their determination to integrate their operations. Similarly 
their power to coerce and resist union organization has been heightened. They 

resent a more formidable tower of strength with which to combat unionism. 
ndividual textile workers, brought up to know their employers on a face-to-face 
basis, are now widely separated from the site of the corporation’s economic and 
policy controls. Production schedules and price levels are centrally determined. 

“The textile industry is now dominated in the basic spinning and weaving and 
finishing industries by a group of 43 interests who provide employment to approx- 
imately 350,000 workers out of the 685,000 workers in the basic textile industry 
(spinning, weaving, and finishing). It can no longer be presented as an illustration 
of the traditional competitive industry. Despite its multiplicity of products and 
special markets, it is now pervaded by giant corporations and taking on the 
characteristics of other oligopolist industries, 

‘“‘The process of industrial contraction and merger has resulted in the liquidation 
of mills, the displacement of some 200,000 workers, and the stranding of many 
important communities dependent upon the textile industry. The needs of the 
people and the communities have seldom been considered in these financial 
adventures. The tax gains secured from the Federal Treasury have been pocketed 
by the financial engineers of these moves. The United States Treasury, the 


18 Congressional Record, March 16, 1955, pp. A1803-A 1804. 
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community and the workers have lost, but the financial manipulators have 

enriched themselves. The practices, their unfortunate effects and serious disloca- 

tions should be investigated by the Congress.” 
* ca + 


* * * * 


11. Concentration in textiles 


It used to be said that the textile industry is on the model of the free competitive 
system—thousands of units competing for the consumer’s favor, a stcetement 
more subject to doubt than it used to be. For example, 8 units now (1954) with 
sales in excess of $100 million account for $1,741 million of sales or almost 15 
percent of the total sales in excess of $12 billion. Burlington Mills, the largest, 
with $361 million of sales in 1954, accounted for 3 percent of all textile sales. 
The next 15 companies, each with sales from $49 million to $82 million account 
for more than $1 billion of sales or about 8 percent of all sales. The degree of 
concentration is, however, much less than in such industries as aluminum, 
automobiles, iron and steel, and the like. 

It is also of some interest that of the 8 largest textile firms, 6 operate entirely 
or for the most part in the South and 2 manufacture substantially in both the 
South and the North. Of the 15 next largest firms, 6 operated exclusively or 
almost exclusively in the South, 5 in the North, and 4 in large proportions in both 
the North and the South.” 


Operations, 23 largest textile firms, 1954 
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Source: Computed from Textile Reporter, April 28, 1955, 


In general, the textile plants in the South tend to be larger than in New England 
and the Middle Atlantic States. For example, according to the last Census of 
Manufactures, the average number of employees per establishment was 195 in New 
England, 73 for the Middle Atlantic States, and 292 for the South Atlantic States. 
A comparison of regional differences in size of plant for six different categories of 
textile production confirms this general conclusion. Plants tend to be especially 
large in cotton and small in rayon. In general, the plants seem to be nearer the 
optimum size in the South than in the North, a fact that helps to explain the 
growth of the industry in the South. Incidentally, a study of size distribution of 
textile plants also reveals that absorbed plants tend to be the large ones; relatively 
few of those with 1-19 and 20-99 employees are absorbed and many of those with 
100 and more employees.”¢ 


1® Materials in last two paragraphs from Survey of Current Business and Textile Reporter, Textile 
Statistics Section, April 28, 1955. 

2” Census of Manufactures, 1947, vol. II, III, and I, pp. 25, 103; U. 8. Department of Commerce and 
F. 8. A., County Business Patterns, First Quarter, 1949; Census Bureau, Man-Hour Statistics for 171 
Selected Industries, March 1942; Davison’s Textile Blue Book, 1949; Annual Survey of Manufactures, 1949 
and 1950; and Report of the New England Textile Industry, 1952, pp. 194-212. 








THE MERGER MOVEMENT IN THE TEXTILE INDUSTRY 43 


12. Profits in North and South 


In view of the large movement of textiles to the South, the variations of profits 
as @ percentage of sales between North and South are surprisingly small. In our 
1952 textile report for the New England governors, we noted that fact. Again, 
an analysis.of profits before taxes for 1954 reveals the following: 


Profits before taxes as percentage of sales 






A 
sales 
1. 20 companies operating exclusivel fa in South... 5.9 
2. 3 com with business divided poeen’ Stes and ae 
3. 5 companies operating in North.....-..-...-..-..--......-- 5.4 


Source: Caleulated from Mimeographed Study of TWA and Textile Reporter, Apr. 28, 1955. 


These relatively favorable results for the North would probably not be-found« 
if profits were related to capital invested; for on the whole the South’s advantage 
lies in larger plants and generaily plants nearer the optimum size than in the 
North. They also tend to operate nearer capacity. Hence sales are larger rela- 
tive to capacity, and unit costs lower. 

Profits as a percentage of sales do not give an adequate view of the profit 

ition. Differences in profits are suggested by the trends in the industry. 
hus from 1939 to 1947, ap ager one workers in southern textile mills expanded by 
76,000, while jobs in mills in other sections dropped by 11,000. From January 
1951 to September 1954, employment in cotton and synthetics dropped 19.9 
reent in the country, 38.2 percent in New England, and 7.2 percent in the 

uth. These generalizations hold even though from 1953 to 1954 sales of the 20 
southern companies rose by 10 percent, of the 5 northern plants by 15.5 percent, 
and of the plants operating substantially in both regions by 5.9 percent. The 
explanation of the larger gains of the North lies in the much larger declines in the 
years 1951-53. 

It should perhaps be added that the profits in woolens have been especial! 
disappointing, and these mills are still largely concentrated in the North, thoug 
the migration to the South has started. r. Walters, president of Bachmann- 
Uxbridge, noted that for 41 industries studied for 1954, the return was 5.9 percent 
on sales and 12.4 percent on net assets; but woolens alone in 1954 showed a minus 
figure: 4.4 percent on sales and 5.1 percent on assets.% There are, however, large 
variations of profits among companies. Thus a survey of the TWU shows profits 
after taxes in 1953 for 15 companies, but the losses of American Woolen, Botany 
Mills, Collins and Aikman, Gera Mills, and Worumbo Manufacturing Co. total 
$13.33 million and are almost twice as high as the profits of $7.6 million of 14 other 
woolen and worsted companies. 

% Op. cit., pp. 231-2. 


32 United States Census, Facts of Industry, and Daily News Record, May 31, 1955. 
2 Textile Reporter, May 12, 1955. 
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